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Business Highlights: Uneasy Consensus 


“The present recession can be viewed os a typical postwar 
recession occurring in a mature environment, or as a stage 
in a longer-term cycle of which the maturing of postwar 
economic conditions is itself a part.” The Board's analyst 
presents the case for both theses, comparing the current 
mixture of trends with that of the 1957-1958 downturn in 
an effort to clarify the general business outlook for 1961. 
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Industrial Patterns in Capital Spending 


The pattern of plant and equipment spending in the latest 
expansion phase of the business cycle was more restrained 
than at any fime in the postwar years. The recent rise, which 
ended in the second quarter of 1960, lasted seven quarters 
and showed a rate of increase of 23%. A comparison of the 
three major postwar expansions in capital outlays is pro- 
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Capital Appropriations: Downtrend 
Continues 


Capital approvals of the 1,000 largest manufacturing com- 
panies showed their third successive quarterly decline in 
July-September, 1960. The bulk of the third-quarter de- 
crease was accounted for by plant authorizations, but 
equipment appropriations also dipped. As expenditures 
continued to mount, backlogs built up in 1959 were further 
depleted. This eighteenth report in the Board's continuing 
survey, sponsored by Newsweek, analyzes latest appropria- 
tion trends and considers their implications for future capital 
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Canadian Economic Policy—A Reappraisal 


This second article in a special series on the Canadian 
economy examines the historical development and present 
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encouraged. How these and other Policy deficiencies 
affecting the current Canadian economic scene is anal 
in this report from the Board’s Montreal office. . pag 


Executives See No Further Decline, Mar: 


i 
Upturn Ahead 
A majority of the 184 firms participating in this mel 
survey of business opinion and experience have bee M 
versely affected by the current business downturn. But » 
than three out of four companies whose new orders r 
been curtailed believe that the low point has been rea : 
and over 50% either predict a marked upturn before jj 
1961 or report that such a reversal has already occuig 
Many respondents have taken defensive steps agai 5H 
business decline. Their specific countermeasures and exp ! 
tions for 1961 are reported ON... es eeeeeceeee  PAGie 


Metalworking Appropriations Drift Lowe 
Metalworking capital approvals have been in a mode 
downtrend since the fourth quarter of 1959. In the first " 
months of 1960, appropriations fell below their : 
earlier total by about 25%, but remained well above : 
level of the comparable 1958 period. The latest reps! 
the Board’s survey of metalworking approvals (sponsore t 
Iron Age) reviews the long-term trend and provides # 
plete data on third-quarter-1960 capital investment 
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Consumer Markets: Summing Up 


Although many marketers are disappointed in the 
performance of retailing, sales for the year are expect 
total some 2% higher than in 1959. Consumer demanuf 
nondurable goods held up better than for durables, reg 
ing a 4% gain over the preceding year. A brief summcy 
retail trade figures for 1960 appears on.....- + -pag) 


Consumer Market Statistics. ....e-++eeeee++ «Page 


adequacy of the National Policy, formulated in 1879 and Business Forecasts... . pail 
still the basis of the country’s economic policy. The discussion Sok LC SURE 5 Sie er eri |. 
focuses on a number of apparent shortcomings in the Policy Business Bookshelf........ .... pages 10, 2 i 
-—particularly its silence on the importance to be accorded © eps te 
to manufacturing as against primary industries and on the Mergers and Acquisitions............ -Pagi 
direction in which manufacturing development should be Index to Volume XVII................. pag! : 
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Business Highlights 


UNEASY CONSENSUS 


A look at the range of opinion on business trends in the new year 


A. THE year’s beginning, there is fairly general agree- 


| ment that the United States business trend passed a 
it crest at some point in the past six months, and that it is 


presently tilted downward. But the character of this 
| downtrend has remained very much an open question. 

The particular composition of trends in business sta- 
tistics over the past several months is a bewildering 
} mixture of parallels and contrasts to preceding postwar 
| recessions. For the time being, forecasters are stressing 
| the parallels rather than the contrasts, and are thereby 
' led to the conclusion that a trough in the downtrend 
| may be fairly near, perhaps before the end of the second 
| quarter of the year. But this view, while widely held, is 
also tentatively held; the parallels to past recessions are 
- far from providing compelling evidence of an approach- 
| ing turning point. And the economic implications of the 
change in Washington obviously add to the uncer- 
| tainties of 1961. 


BA Relatively Slow Decline 


One of the more discussed contrasts of this recession 
| to its immediate predecessor of late 1957 is its relatively 
slow rate of decline. In the last half of 1957, total 
industrial activity fell extremely rapidly; by December, 
the industrial production index was nearly 10% below 
its August level. While year-end figures for 1960 are not 
| available at this writing (and even third-quarter figures 
are still subject to revision), it seems clear that nothing 
like a 10% decline has appeared in the index in the last 
half of 1960. 
In the last several months of 1957, output of final 
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products included in the industrial production index was 
declining steadily and rapidly; in late 1960, output of 
final products has evidently been well maintained into 
the late months of the year. Within the industrial com- 
ponents of the index; trends of late 1960 in many 
instances resemble the trends of late 1957, but even here 
there are a few exceptions (notably transportation 
equipment). 


Personal Income in ’60 


In 1957, total personal income reached a peak shortly 
after midyear, and thereafter declined modestly; in late 
1960, total personal income has shown no decline at all 
into the fourth quarter. In most instances, sensitive 
indicators of the business trend deteriorated less rapidly 
in late 1960 than in late 1957 (see table). 

In these and in a host of other figures, there is a 
suggestion that business in 1960 avoided a last stage of 
cyclical excess that it did not avoid in 1957, and that the 
decline from the peak has therefore been more moderate, 
and less cumulative. A number of other statistics sug- 
gest that the counterweights of government spending 
and easier monetary policy were placed in position 
earlier in 1960 than in 1957. There are fairly clear indica- 
tions now—in manufacturers’ orders, and in the state of 
the labor market, particularly in West Coast areas— 
that the surge of defense contracts in the third quarter 
has moderated the rate of decline in total business 
conditions. 

With the puzzling accuracy it has often exhibited in 
the past, the stock market may have summarized these 
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CORPORATE PROFITS 


RELATIONSHIP 
OF 
PROFITS 
TO 
INVENTORY 
CHANGE 


Profits, after inventory valua- 
tion adjustment, scattered against 
change in business inventories; 
billions of dollars; in numbered 
points, first digit represents year 
of the period 1951-1960, second 


digit is quarter of the year 


ACTUAL 
PROFITS 
AND 
PROFITS 
e CALCULATED 
FROM 
INVENTORY 
CHANGE 


Solid line is actual profits; 
dashed line is calculated profits; 
the equation is Y =38.34+.99X, 
where Y is profits and X is annual 
rate of change in business inven- 
tories; both figures in billions of 
current dollars. 


Sources: Commerce Department; 
The Conference Board 
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differences between 1957 and 1960. In the spring of 
1957, the market underwent a pronounced recovery to 
a new peak, followed by an abrupt decline of almost 20% 
in the last half of the year. In 1960, the market weak- 
ened in the very early weeks, and has since worked its 


way irregularly, but on the whole slowly, downhill. The 


market’s inverted V of mid-1957 was conspicuously 


| absent in 1960. 


The Mixture Is Different 


The mixture of trends has thus been significantly 
different in late 1960 from what it was in late 1957. The 


spasmodic reversal into recession that appeared in the 
middle of 1957 has been replaced by a somewhat more 
moderate rolling over, from slow expansion into slow 
contraction. Will this slow pace continue in early 1961? 


In early 1958, recession accelerated sharply, as con- 


sumer durables markets weakened, as plant and equip- 
ment deliveries fell, and as the rate of inventory liquida- 
tion accelerated. In the previous recession, it was not 
until the first quarter of 1958 that private demand for 
end product fell very markedly, and then the decline 
was short lived. By the second quarter, it had already 


terminated in the personal sector, and was slowing in the 


business sector. By the third quarter of 1958, both end- 
product demand and inventory demand were rising, and 


the turn into expansion was complete. The decline of 


early 1958 was fast, and short. 


: The Majority View 


Approximately this sequence is now the majority 
view for 1961; for the first quarter of the year, the 
believer in the consensus should not be greatly dismayed 
or discouraged by a weakening of automobile sales, a 
significant further decline in capital spending, and an 
acceleration of inventory liquidation. All of these devel- 


- opments would be quite consistent with a sudden cessa- 
tion of recession in the second quarter of 1961 and 


significant improvement in the third quarter. 


Rates of Change in Eigh 
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This configuration of trends remains a good working 
hypothesis for the first half of 1961, and the hypothesis 
is not negated by the present state of the statistics. 
Relative to the 1957-1958 timetable of recession, the 
present situation seems a little ahead of schedule in some 
areas, and a little behind in others. Nevertheless, this 
thesis—of a moderate recession, conforming in general 
to the pattern and timing of 1957—1958—is still subject 
to a number of important doubts. Even assuming that 
the present cycle is similar in cause and in energy to the 
previous cycle, it is occurring in an environment that is 
substantially different, and the consequences may there- 
fore differ. These environmental differences are numer- 
ous, and to many analysts they make a respectable case 
for caution about 1961. 


Giving It a Name 


There is plenty of room for semantic argument over 
whether these differences are “environmental,” or 
whether they are part of the cycle itself. In other 
words, the present recession can be viewed as a typical 
postwar recession occurring in a mature environment, or 
as a stage in a longer-term cycle of which the maturing 
of postwar economic conditions is itself a part. The 
distinction between these positions is far from being an 
academic one; the second position suggests a more 
intractable business situation. Most sophisticated opti- 
mists will subscribe to the first statement, while sophis- 
ticated pessimists subscribe to the second. 

Under either thesis, if the present decline were to 
move into the stage of greater rapidity that character- 
ized early 1958, the result would be a much higher level 
of unused resources. The utilization of capacity is lower 
now than it was at the same point in 1957, and unem- 
ployment is considerably higher. Corporate profits are 
now slightly lower than in the fall of 1957, and rates of 
return are considerably lower. (Stock prices are still 
more than 25% higher than at a comparable point in 
1957, and even 10% higher than at their 1957 peak.) 


t Sensitive Business Indicators 


5 1941-1943 =10 6 Number; seasonally adjusted 


% Changes 
7/57 10/57 7/60 10/60 
7/57-10/57 7/60-10/60 

or Se UETHTETiy as 101,304 105,501 100,348 113,428 + 4.1 —+-13.0 
Commercial, industrial building'............ 34,129 30,409 38,366 41,831 —10.9 E90 
New orders, durables?..................-- 13,005 12,154 13,840 13,800 — 6.5 — 0.3 
MAMCTUGO WOFKWEEK® ... 5 ova, cjn0c:seccccses ens 40.0 39.3 39.6 39.5 — 1.8 — 0.3 
Raw materials prices... ............22005- 90.2 84.8 85.6 83.5 — 6.0 — 2.5 
Stock prices, industrials’... ............... 53.25 44.87 59.44 58.15 —15.7 — 2.2 
New incorporations®. ........0:.....000000s 11,823 19,715 14,531 14,274 — 0.9 — 1.8 
MEORECECIIULES Sect eo ein: tas Ronco sce LUZ, ijl27 1,210 1,347 + 0.9 +11.3 

1 Thousands square feet floor space; seasonally adjusted 2 Million dollars; seasonally adjusted 3 Hours; seasonally adjusted 41947-1949 =100 


Sources: F. W. Dodge Corp.; Bureau of Labor Statistics; Standard & Poor's; Dun & Bradstreet; National Bureau of Economic Research; The Conference Board 
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Raw Material Inventories 
to New Orders 


In these areas—the rate of utilization of resources and 
the earning power of corporations—the present situa- 
tion seems more sensitive than 1957. If the decline 
deepens in early 1961, both business sentiment and 
consumer sentiment may thus be subjected to greater 
pressure than they were in early 1958. For the same 
reasons, inflation, if not dead, is a much more dormant 
duck in early 1961 than it was in early 1958; and many 
analysts argue that a renewal of inflationary expecta- 
tions played some role in the prompt turnaround of 
business in the spring of 1958. Monetary and fiscal 
policies which gave rise to renewed expectations of 
inflation in early 1958 might now increase doubts on the 
standing of the dollar, and hence may be both less 
likely and, if used, less effective. 


Business Inventory Situation 


On the other hand, the situation of business inven- 
tories appears to be notably less sensitive than in 1958. 
In the late months of 1960, the relationship of inventory 
to sales is considerably lower than it was in late 1957, 
with the bulk of this difference appearing in the pres- 
ently much more conservative position of purchased 
materials inventories of manufacturers. In the fourth 
quarter of 1960, business inventories were already being 
reduced at a rate somewhat in excess of the rate of 
liquidation in late 1957. It is now a little difficult to 
envision a further acceleration of inventory liquidation 


Based on seasonally adjusted data, except for unfilled orders. Sources: Commerce Department; | 
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In-process Inventories 
to Unfilled Orders 
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equal to the $5-billion acceleration that occurred in the 
first quarter of 1958. Because of the extreme leverage of 
inventory policies on general business conditions, less’ 
pressure from the inventory sector in 1961 would sug- 
gest a slower rate of decline in industrial output than the 
7% decline that occurred in early 1958. 


Impact on Profits 


In addition to its impact on operating rates, business: 
inventory policy also weighs heavily in the corporate 
profits figure. In fact, a surprisingly large proportion of. 
quarterly fluctuation in corporate profits from 1953 tor 
date is explainable in terms of the change in business) 
inventories. In this period, a $1-billion change in the} 
rate of inventory demand has been associated with a. 
$1-billion change in the level of corporate profits before: 
taxes; the $9-billion reversal of inventory policy from 
the third quarter of 1957 to the first quarter of 1958 was 
accompanied by a $10-billion decline in the profits rate. 

Between the first and the third quarters of 1960, an 
$11-billion decline in the rate of inventory accumulation: 
has been associated with only a $6-billion decline in the 
profits rate, but most of this discrepancy occurred im 
the second quarter, when accumulation fell by $6 billion 
and the profits rate by less than $2 billion. The failure: 
of the association to manifest itself in the second quarter 
is doubtless owing to special characteristics of the fall im) 
inventory demand, which was highly concentrated in the! 
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} steel industry. The movement into inventory liquidation 
in the fourth quarter has almost inevitably been asso- 
ciated with a further decline in the profits rate. A 
liquidation rate of $3 billion in the fourth quarter might 
well be associated with a profits rate of about $38 
billion. 

The relationship between profits and inventory 
' change described above discloses a slight upward drift 
_ of profits, relative to inventory demand, over the eight- 
_ year period covered by the chart. This drift reflects, at 
- least in some measure, a rising tide of corporate earnings 
in nonmanufacturing industries, whose operations are 
much less influenced by inventory conditions. It also 
reflects, of course, a gradual increase in earnings from 

higher end-product demand and sales. 


A Guide for the Short Term 


| For the short term, however, the relationship seems to 
represent a good guide to the profits potential. Under 
| present conditions, it suggests that the probability of an 
- inventory liquidation less rapid than in early 1958 
should yield a profits rate less depressed than in 1958. 
The cyclical case for declines in both inventories and 
earnings in the months ahead thus seems more moderate 
_ than in the last recession. In turn, it might be argued 
that if the rate of decline in earnings is slower, the rate 
of decline in plant and equipment outlays should also be 
slower. In fact, what evidence is now available on the 
prospective course of plant and equipment spending 
suggests a relatively moderate decline in early 1961. 

The more moderate potential for inventory liquida- 
, tion in the months ahead is thus the central point in the 

ease for a mild cyclical decline. But surrounding this 
ease are the doubtful “environmental” influences of 

excess capacity, high unemployment, price weakness, 
_ and the limitations on monetary policies imposed by 
the deficit in the United States balance of payments. 
| The optimists of 1961, who expect a turning point by 
midyear, stress the former of these sets of conditions, 
while the less optimistic stress a change in the quality 
of the United States business environment. 


ALBERT T. SOMMERS 
Division of Business Analysis 


Business Forecasts 


Agriculture 


Federal Reserve Bank of Dallas Business Review December 
—“. . . .The current financial condition of the majority of 
the commercial farmers and ranchers in the Southwest appears 
relatively sound. However, a few recent developments affect- 
ing future farm incomes merit careful study. If the recent 
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slackening in the rise in southwest farm-land values contin- 
ues during the next few years, appreciation in land values 
cannot be depended upon to provide additional security to 
loans secured by real estate. Furthermore, the cattle industry 
is in the expanding-numbers phase of the cattle cycle, and 
the consensus of most observers is that somewhat lower 
cattle prices are likely. Little headway has been made in 
reducing stocks of wheat and feed grains; but the inventory 
position of cotton has improved considerably, and an increase 
in acreage allotments has been announced for 1961. 

“Many of the factors dominating the current agricultural 
picture in the Southwest are likely to remain important 
influences during the next few years. Barring extremely poor 
growing conditions, the inherent productivity of the nation’s 
agriculture is such that the potential supply of food and fiber 
products may continue to present problems of oversupply. 
The capital requirements of southwestern agriculture will 
remain high, and the necessity of tailoring credit to fit the 
needs and abilities of each farmer and rancher is likely to 
become increasingly important.” 


Electric Industry 


Sherman R. Knapp, president, Edison Electric Institute 
and The Connecticut Light & Power Company (in a news 
release, January 1)—“During 1960, a year in which the 
American economy as a whole followed a somewhat uneven 
path, the electric utility industry continued its record-making 
growth, substantially advancing toward the level of power- 
producing capability expected by the end of the decade. 

“By 1970, investor-owned electric companies plan to have 
doubled their present capability and to have nearly quad- 
rupled their production. 

“According to preliminary figures, electric energy output 
(including imports from Canada) by the total electric utility 
industry in the contiguous United States . . . is estimated 
to have reached a record high of 764.8 billion kilowatt-hours 
during 1960, or 6.3 % over 1959. 

“With the addition of the electricity generated by in- 
dustrial plants and by railways not contributing to the 
public supply, and of generation in Alaska and Hawaii, 
United States output is expected to have reached a record 
total of 850 billion kilowatt-hours in 1960. 

“Production of electricity within the United States (in- 
cluding Alaska and Hawaii and excluding exports) reached a 
record high of 845 billion kilowatt-hours. .. . 

“For 1961, the electric companies plan to expend about 
$3.41 billion for new plant and equipment. During the year, 
they plan to add about 7.5 million more kilowatts of generat- 
ing equipment. Governmental agencies are expected to add 
another 3.8 million kilowatts during the year. The expected 
capability for the total industry in contiguous United States 
at the end of the year is 187.2 million kilowatts, 6.5% over 
the 1960 figure. 

“By the end of 1961 electricity output in the United 
States, including Alaska and Hawaii, is expected to be 7.0% 
higher than in 1960, totaling some 910 billion kilowatt-hours. 
Sales by all parts of the industry in the contiguous United 
States are estimated to reach a new peak of 715 billion 
kilowatt-hours, 7.2% over the 1960 record. The number of 
customers is expected to increase to 59.8 million by the end 
of the year. The investor-owned companies should increase 
their revenues by about 6.8% over 1960, reaching $1214 
billion for 1961... .” 
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Annual Changes in Capital Outlays 
in Three Major Postwar Expansions 


* excludes railroads. 
© excludes motor vehicles and equipment. 
* includes trade, services, finance, construction. 
* preliminary 
Data are in billions of dollars; spaces between horizontal lines represent $0.1 billion 
The paper and chemical categories include allied products; the petroleum and coal industries 
comprise products only; nonferrous metals and iron and steel refer to primary producers 
Sources: Commerce Department; Securities and Exchange Commission; The Conference Board 


INDUSTRIAL PATTERNS. 
IN CAPITAL SPENDING. 


A CONTINUOUS rise in capital expenditures that began 
in late 1958 ended in the second quarter of 1960. A joint 
Commerce Department and Securities and Exchange 
Commission survey places third-quarter plant and. 
equipment outlays by nonagricultural enterprises at a 
$35.9-billion seasonally adjusted annual rate, which is 
slightly below the $36.3 billion spent in the second 
quarter. . 
Further declines to $35.6 billion and to $34.9 billion 
are anticipated for the fourth quarter of 1960 and the 
first quarter of 1961. The report estimates that 1960 
expenditures will amount to $35.7 billion, compared 
with $32.5 billion in 1959 and $30.5 billion in 1958; 
but the 1960 level is still below the peak $37.0 billion 
invested in 1957. 


Characteristics of Capital Expansion 


The decrease in capital outlays between the third and - 
the fourth quarters of 1960 was centered in durables _ 
manufacturing, with the primary iron and steel in-— 
dustry bearing the brunt of the decline. In early 1961, 
the weakness in capital outlays is expected to shift 
toward nondurables manufacturing (particularly among | 
producers of oil and paper products), and into most. 
of the nonmanufacturing industries. 

The mid-1960 peak and decline in capital outlays 
signaled the end of an investment expansion that has 
turned out to be both the shortest in duration and— 
the smallest in amplitude of the three major waves- 
of capital outlays in the postwar period. The recent 
rise lasted seven quarters, contrasted with increases 
of fifteen and ten quarters that occurred from 1949 to 
1953 and 1955 to 1957, respectively. In percentage 
terms, the three recoveries have shown rates of increase 
amounting to 62%, 47%, and 23%, respectively. 


Reduced Capital Formation 


The relatively modest advance in plant and equip-— 
ment outlays in the latest cycle has been paralleled by 
a reduced rate of net (after depreciation) capital for- 
mation in the past three years. This is especially striking 
in manufacturing, where the growth of structures and | 
equipment from 1958 to 1960 totaled only about $4 
billion (in constant 1954 prices), about half the 1955-— 
to-1957 total. The decline partly reflects a greater 
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emphasis on spending for replacement of fixed assets, 
rather than for additions to capacity. 


Private investment in fixed assets has also repre- 


sented a declining share of total national output. Only 
8.9% of gross national product was spent for fixed 
assets of private business during the first nine months 
of 1960. This was considerably lower than in 1953 
(9.9%) and 1957 (10.1%), which were also years of 


cyclically high capital spending. Viewed in the aggre- 


- gate, the pattern traced by plant and equipment spend- 


ing in the latest expansion phase of the business cycle 
has been more restrained than at any time in the post- 
war years. 


Industry Comparisons 


This slow pace has been reflected in widely varying 


degrees in specific industries. One way of examining 
industry patterns is to concentrate on those years 
when the bulk of increases in investment took place. 
The chart on page 6 shows contributions of major 


/ industries to the three expansions of 1951, 1956, and 


1960 (with some exceptions, notably in nonmanu- 


- facturing, most industries enjoyed their largest in- 


vestment. expansions in these years). Manufacturers’ 
expenditures rose $2.4 billion from 1959 to 1960; the 
1955-1956 increase was $3.5 billion. Producers of 


| transportation equipment, paper, petroleum and coal 


products, and primary nonferrous metals accounted 
for over nine tenths of this $1.1-billion shortfall. 

There are a variety of reasons for the failure of these 
four industries to match their previous expansions. In 
the transportation equipment sector, the 1956 upturn 
by automotive companies was stimulated by the record 
auto sales of the previous year. A reduced rate of 
capital spending by manufacturers of railway equip- 


- ment has generally reflected the depressed state of the 


New Plant and Equipment Spending 
Per cent change from 1955-1957 peak to 1960 


Industry % Change 
OLR ia OS ne ee +11% 
Transportation (excluding rail)... ...........02-0005- +10 
BeenIETIDEVOLOQES =. cao cio a aya) st ata were Oe alee ay + 8 
BUMPER Te CHUIMOICHINGLY:5. <<) )stay0) 5) haya) aa) ohare) soa elaial ete. e'e 6 90 se 
BREE CTIONS sc Pa. fad oe ay eRo a. ie sm 4 = ina sista “oxo lo Bien sle ae 
Ber mioimrcic ond, Offre sya >. 5 oFa4y5-e «So sje elis-« Wn Songs s Pie o> as 
IROEINNGS I ely ck es arate ele svolecr ecole MOMsManeit oo = 7 
Chemical and allied products............00eeeeeues —1i7 
Baperiand allied products... 5600. ccc. c sess deeasss i A 
Bomorsaronicnnd steel 2205.01. <.c)<00/eis oes aes obo bee ieee =7 
BRSMEIMCHEICE! MOCHINGFY iss ois sights evere a ale REIS PEW see eae —13 
OTT} ow b)t.6.6 SENEE ERE RICO IO ne eee -—19 
Transportation equipment (excluding mofor vehicles). ..... —22 
Pefroleum and coal products.............00ee eee eeee —25 
ORIEL, 5 ORS DR ie ABER eect Co —27 
Motor vehicles and equipment............6..00000005 —47 
Srmaryinonterrous metals. .... 0.20% .020000% sce sne ws —63 


1 Preliminary 
2 Includes trade, service, finance and construction 


Sources: Department of Commerce; Securities and Exchange Commission; The Conference 
oard 
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railroad industry, while expenditures by shipbuilding 
and repair companies have been held down by con- 
ditions of world over supply. In the paper, petroleum, 
and primary nonferrous metals industries, excess 
capacity, considerably more prevalent in 1960 than in 
1956, evidently braked any sharp increase in capital 
investment. All of these factors, of course, are closely 
related to profits and price expectations, which were 
probably brighter for these industries in 1956 than in 
1960. 

In nonmanufacturing, both the communications and 
public utilities industries, generally considered cyclic- 
ally resistant, exhibited considerable sensitivity to the 
1957-1960 cycle. Capital investment by communi- 
cations companies rose throughout the 1953-1954 down- 
turn and then went on to record a sharp gain from 1955 
to 1956. However, in the 1957-1958 downturn, outlays 
dropped 13% from the $3-billion rate of the previous 
year and have recovered at a leisurely pace since then. 
Public utility outlays have performed even more 
sluggishly. Declines in spending were about the same 
in the last two recessions, but the most recent recovery 
has been much slower, amounting to only about 41% 
of the drop experienced from 1957 to 1959. 

The commercial-and-other category, which includes 
trade, services, finance and construction, is difficult to 
evaluate because of the heterogenous nature of the 
industries involved. After rising almost continuously 
for the seven years 1949 to 1956 (from $4.7 billion to 
$8.4 billion), investment in these industries declined to 
$7.2 billion in 1958. It then rose $1 billion in 1959, 
and about $300 million further in 1960. (The trade, 
service, and finance groups seem to have provided most 
of the impetus for the rise since 1959.) 

Finally, overcapacity in mining and reduced opera- 
tions in the railroad industry have adversely affected 
outlays in these two sectors. 

The tendency toward a mild expansion in capital 
investment during 1960 has thus been widespread 
among industries. Only six of the seventeen industry 
groupings—three in manufacturing (textile-mill prod- 
ucts, food and beverages, and electrical machinery) 
and three in nonmanufacturing (nonrail transportation, 
communications, and “‘commercial and other’’)—re- 
alized levels of spending above their 1955-1957 peaks 
(see table). 


The Cash-flow Influence 


While capital spending rates by individual industries 
are subject to diverse influences, certain common factors 
may be singled out as significant. These include the ex- 
tent of excess capacity, the level of current profits 
and cash flow, and future business expectations. 
Adequate measures of capacity on a periodic basis 
exist for relatively few manufacturing industries, while 
the difficulty of quantifying business expectations is 
obvious. However, cash-flow data (retained profits 


Cash Flow and 
Capital Spending 


Data are quarterly at annual rates. Cash flow includes depreciation in Ma n ufa ctu rl ng ; 
allowances and retained earnings and covers corporations only; plant p 
and equipment spending comprises both corporate and noncorporate h £ 
enterprises; fourth-quarter expenditures are preliminary estimates. erce ntag e 3 a ng e rom 
Sources: Securities and Exchange Commission; Federal Trade Com- pP ° Y 
revious fear 
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plus depreciation allowances) are available quarterly 
for manufacturing corporations. (At the aggregate level, 
cash-flow movements with a two- to three-quarter lead 


were found to have a reasonably close association with 
capital spending; see the March, 1960, and October, 
1960, issues of The Business Record.) The chief limi- 
tation of cash-flow statistics by industry is the absence 
of a sound basis for seasonal adjustments. This problem 
has been roughly compensated for here by comparing 
both cash flow and plant and equipment spending in 
terms of the percentage change from the same quarter 
of the previous year (see pages 8-9). 

In six of the eleven manufacturing industries tested, 
cyclical turning points in quarterly cash flow, relative 
to the preceding year, clearly anticipated similar move- 
ments in outlays for fixed capital during the period 
1952-1960. Paper and allied products, chemicals and 
allied products, textile-mill products, noneiectrical 
machinery, primary nonferrous metals, and primary 
iron and steel tended to show a cash-flow lead of one to 
four quarters over capital investment. On the other 
hand, the association of cash flow to capital outlay was 
not clear for manufacturers of electrical machinery, 
transportation equipment, food, and to a certain 
extent petroleum and coal products. 

he industries in which there is a clear association 
between cash flow and capital outlay display pro- 
nounced cyclical patterns. The petroleum and coal 
products industry is an illustration of a transition from 
relative stability to cyclical sensitivity. In this industry, 
year-to-year fluctuations in cash flow and capital in- 
vestment were mild from 1952-1957. During this 
period, a relationship between the two series is difficult 
to identify, whereas the more emphatic cyclical response 
of the 1957-1960 period discloses a recognizable cash- 
flow lead. Swings in internal funds for expansion are 
likely to be clearly reflected in investment outlays 
where such savings dominate conditions in the industry; 
in other industries, where fund inflows are relatively 
stable (such as food), a poor relationship of cash flow 
to capital spending may result from various exogenous 
influences, or wide shifts in seasonal patterns. 

The seasonal problem seems particularly acute in 
motor vehicles. Shifts in the timing of model change- 
overs, and the irregularity of the spring pick-up in 
sales in the past few years, have evidently distorted the 
relationships as calculated by the method used here. 


The successful introduction of compact cars into the 
auto market has doubtless influenced profit levels. : 

In the steel industry, the frequent occurrence of 
strikes has radically altered the quarterly pattern of 
cash flow, and distorted its relationship to plant and 
equipment spending. (Elimination of periods affected 
by the strikes reveals a link, but the data remaining 
for examination are fragmentary.) 3 

Spending rates of electrical machinery and aircraft 
manufacturers are heavily influenced by defense con-_ 
tracts. In addition, the considerable volume of research ~ 
expenditures for new-product development in these ~ 
two industries are powerful influences on investment 
rates. 

Jack RuBINSON 


Division of Business Analysis 
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Essays on Geography and Economic Development—A selection © 
of the papers delivered at the September, 1958, meeting of © 
the Association of American Geographers and three spe- 
cially written essays on the relationship of growth and — 
geography. Edited by Norton Ginsburg. The University of 
Chicago, Chicago, Illinois, 1960. $4.00. : 


Wages in the Metropolis—An analysis of the part wage levels ~ 
have played in the past, and may play in the future, in ~ 
influencing the location and development of industries — 
within the New York area. By Martin Segal. Part of New 
York Metropolitan Region Study conducted for the Regional — 
Plan Association, Inc., Harvard University Press, Cambridge, — 
Massachusetts, 1960, 211 pages. $4.75. : 


Developing Long Island—A monograph on the economic and 
industrial development of Long Island, New York, with 
emphasis on planning for future growth. Each of the six 
chapters consists of several separate articles written by 
specialists in the field of area planning. Statistical tabula- 
tions on manufactures, trade and other economic indicators 
are presented for the Long Island area and its principal — 
divisions. By Harold L. Wattel. Bureau of Business and— 
Community Research, Hofstra College, Hempstead, New York, — 
96 pages. $4.00. 


The St. Lawrence Seaway—Volume 2 of this research report © 
contains a broad survey of the economic geography of 
Chicago to support the conclusions drawn in Volume 1 with 
respect to the future growth of that city. By Joseph A.- 
Russell and others. State of Illinois and Chicago Association 
of Commerce and Industry, 1960. $5.00. 


NATO in the 1960’s—The author discusses the dangers that ~ 
would confront the NATO powers if they should attempt to - 
meet Soviet threats on individual national bases. By 
Alastair Buchan. Frederick A. Praeger, New York, New~ 
York, 1960. $3.00. 


Problems of Corporate Power—Case materials concerning a_ 
series of antitrust problems are laid out in this pamphlet in - 
terms of categories traditionally employed in economic 
theory—for example, good monopolies or workable com- 
petition, the power of the few, and monopolistic practices, 
patents, and corporate power. By Dascomb R. Forbush. 
School of Business, Northwestern University, Evanston, 
Illinois, 1960, 250 pages. $3.00. 
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Capital Appropriations: 


BP errat. APPROPRIATIONS of the 1,000 largest manu- 
acturing companies eased off between July and Septem- 
ber for their third successive quarterly decline. At the 
same time capital expenditures continued to mount, 
taking a larger bite out of backlogs of uninvested appro- 
priations. The downturn in appropriations, however, 
has been fairly moderate thus far, and the volume of 
cancellations remains small. Thus the appropriation 
backlogs built up during 1959 are far from depleted. 

This report is the eighteenth in a continuing series of 
quarterly reports on capital appropriations conducted 
by Tue ConFrereEnce Boarp with the financial sponsor- 
ship of Newsweek.! The numerical data in the present 
study are identical with those in the October, 1960, 
Business Record except for minor revisions in the 
‘second-quarter figures. 


Another Year-to-year Decline 


During the third quarter of 1960 capital appropria- 
tions of the 602 companies currently cooperating in this 
‘survey were 26% less than a year earlier. The first such 
letdown, which occurred in the previous quarter, was 

14%. Thus the year-to-year comparisons suggest that 
the tempo of the recent downturn was quickening. 


Third Seasonal Decline 


New appropriations in the third quarter of 1960 were 
21% (without seasonal adjustment) below the second- 
quarter volume, a somewhat larger-than-average drop 
for this period of the year. Compared with the more- 
than-seasonal declines in 1956 and 1957, however, the 
latest dip is relatively moderate. This is roughly the case 
in both durables and nondurables industries. 


Percentage Changes in Approvals from Second to Third 
Quarters 
1955 1956 1957 1958 +~=—-1959-«1960 


All manufacturing......... T3297) 239% sa 7 Bs 39 
ee ee Bi d8, = d5 7A = 24 90 
Nondurables........... — 4 —2 —23 (0) 17-11 


Durables, excluding iron 
nd) steel... sens. os 24 —45 —47 9 —9 -—I17 


Appropriations in the iron and steel industry typically 
undergo a decided seasonal letup in the third quarter. 
Durables approvals (excluding iron and steel) still fell 


1The initial study, presented in The Conference Board Business 


Record for October, 1956, described in detail the broad purposes of the 
survey, its techniques and major limitations 
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DOWNTREND CONTINUES 


more than the average for the past six years but less 
than in 1956 or 1957. 

On a seasonally adjusted basis, new appropriations 
fell moderately in the third quarter of 1960, the third 
straight decline after six consecutive quarters of ad- 
vance. The third-quarter setback was accounted for 
chiefly by the durables industries, especially primary 
metals and stone, clay, and glass. While declines oc- 
curred here and there in nondurables, the group as a 
whole scored a slight gain. 

By the third quarter of 1960, new approvals were off 
about a fourth from their peak at the end of 1959. The 
durable goods industries reduced their allocations more 
than the soft-goods industries after a short-lived boost 
from the strike-depressed third quarter of 1959. 


Backlog Depletion Continues 


Seasonally adjusted changes in backlogs of unspent 
authorizations can be computed by subtracting season- 
ally adjusted expenditures and cancellations from ad- 
justed appropriations. On this basis, the rate at which 
backlogs were being used up increased considerably in 
the third quarter, leading to their second successive 
decline. 

These cuts followed six quarters of increases. Thus 
far, about two fifths of this previous accumulation has 
been drained off owing to the squeeze between the 
recent declines in appropriations and the continued rise 
in expenditures. At current appropriation rates, how- 
ever, spending could be sustained at third-quarter levels 
for at least half a year before the backlogs amassed dur- 
ing the 1959 upswing were exhausted. 

Although durables approvals have fallen more sharply 
than nondurables, both sectors have used up similar 
proportions of their unspent backlogs. Since the dura- 
bles industries had a sharper rise in approvals in 1959, 
and thus had a greater backlog build-up, their more 
rapid approvals decline has not resulted in an appreci- 
ably greater erosion of backlogs. 


Cancellations Dip Slightly 


Seasonally adjusted cancellations fell slightly in the 
third quarter. The cancellation rate remains relatively 
low—it is only a third of the high reached during the 
first quarter of 1958. Thus businessmen appear to be 
standing by their earlier capital spending decisions, 
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adjusting their investment sights to the flatter path of 
current business by scaling down new appropriation 
requests. No stampede to curtail capital outlays has yet 
developed. 


Profits Down 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated. According to 
preliminary figures of the First National City Bank, 
third-quarter profits in manufacturing were down 12% 
from the second quarter. Compared with a year earlier, 
profits were up 8%; but excluding the steel industry 
(whose earnings were abnormally low a year ago owing 
to the steel strike), profits in manufacturing were off 4%. 
For the first nine months of 1960 they were 3% below 
the 1959 level. 

Profit margins have also been declining in recent 
quarters. According to the Federal Trade Commission 
and Securities and Exchange Commission, second- 
quarter profits relative to sales were down sharply from 
the year-earlier ratios in both durables and nondurables. 
As sales appeared to remain fairly firm from the second 
to third quarters, profit margins continued to slide lower. 


Net Profits, after Taxes, as Percentage of Sales 


1958 1959 1960 


I I Ul l ll Ul I Il Hl 


All manufacturing. 3.4 3.8 4.4 4.7 5.5 4.6 4.7 4.6 4.3 
Durables...... 3.15 3.6) “4.0, 74:8: 65.9) “4.1 974.6) AGG 
Nondurables2 53.6 4.09247" =4-7o5 65.1 Sera 4G 


Sources: Federal Trade Commission; Securities and Exchange Commission 


Liquidity Declines 


Liquidity, as measured by the ratio of cash and 
federal government securities to current liabilities, has 
declined rather steeply since the high reached during the 
first quarter of 1959. This downward trend has occurred 
in both durables and nondurables, and by mid-1960 was 
well below the level two years earlier. Thus the margin 
between highly liquid current assets and the near-term 
demands made against them has become steadily 
smaller, shrinking an important base of business credit. 


Ratio of Cash and Government Securities to 
Current Liabilities 
1958 1959 1960 
Sear oe l Hoo I HU 


All manufacturing. .53 .55 .56 .58 .57 .57 .51 .50 .48 
Durables...... -J) soo. woo 5755 570 YAP Ao 75 
Nondurables,... .56 .57 .58 .60 .60 .57 .54 .51 .49p 


p—Preliminary 
Sources: Federal Trade Commission; Securities and Exchange Commission 


Approvals Down from 1959 


New appropriations in the third quarter of 1960 were 
a fourth below the rate a year earlier. In the previous 


quarter, approvals fell 14%. Since the appropriation 
rate in the third quarter of 1959 was only a shade 
below the peak of the present cycle, the latest year-to- 
year decline shows approximately the magnitude of the 
current downturn. 

In the durables sector, new approvals were off a 


Backlogs Slip Further 


BILLIONS 
$3.0 


APPROPRIATIONS 


Seasonally adjusted 

Based upon 602 respondents. Changes in backlogs obtained by subtracting seasonally ad- ~ 
justed expenditures and cancellations from adjusted new appropriations 

Source: The Conference Board 
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fourth from the year-ago level. Only motor vehicles and 
nstruments scored increases. The strike-depressed year- 
go rate was just matched in the third quarter this year 
oy the iron and steel industry. The other durable goods 
ndustries cut appropriations by 30% to 60%. 

In nondurables, approvals fell 26% from a year 
earlier, with declines in every industry but miscellane- 
us nondurables. Above-average cutbacks were made by 
che previously pacesetting chemical, paper, and rubber 
ndustries. 


Approvals Above 1958 Level 


Compared with the third quarter of 1958, when the 
ecent appropriation upswing began, the recent volume 
of approvals is still large. Very substantial two-year 
ains have been posted by motor vehicles, electrical 
achinery, and chemicals; instruments, textiles, paper, 
nd rubber have also shown large increases. 

iffusion 
The 602 firms responding to this survey for the past 
leven quarters have been divided into three groups: 
those whose appropriations are higher than in the 
imilar period a year ago, those reporting cutbacks, and 
hose showing no change. Each company is counted as 
one unit without regard to the magnitude of change in 
its approvals from the previous year. 

The proportion of manufacturing companies increas- 
ing their appropriations has dwindled without interrup- 
tion since the second quarter of 1959, when two thirds 
reported gains from the second quarter of 1958. In the 
third quarter of 1960 slightly more than two fifths were 
still boosting approvals above year-ago rates, and an 
increasing percentage lowered their sights. 


DURABLES 


1955 1956 1957 1958 1959 1960 


Appropriations Follow Profits 


Profits and new appropriations as a percentage of year-earlier levels 


Sources: Federal Trade Commission; Securities and Exchange Commission; The Conference Board 
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Percentage of Companies with Higher and Lower 


Appropriations 
1'59 Ml '59 Il *59 IV '59 1 '60 1 '60 Ill *60 
| '58 58 Ill "58 IV '58 1 '59 W'59 Ill 59 
All manufacturing 
Higher’... an 63 67 61 58 52 43 41 
LOWER soca. o's 2 33 28 33 38 44 51 53 
No change.... 3 5 6 4 3 5 5 
Durables 
Higher....... 65 70 62 57 52 42 38 
Lowen. eae ls 33 25 32 39 45 53 58 
No change.... 3 5 re 3 3 5 a 
Nondurables 
Higher....... 61 62 he. 59 53 45 47 
ower vate a3: 35 3g 36 37 43 50 48 
No change.... 4 5 5 3 4 5 6 


However, an important development during the third 
quarter of 1960 was the moderate rise in the proportion 
of nondurable goods manufacturers who increased their 
authorizations. In the previous quarter only 45% re- 
ported gains, while in the latest period advances were 
made by 47%. Similarly, the percentage of firms reduc- 
ing their approvals hit a high of one half in the second 
quarter this year, and declined a little in the period that 
followed. 

Thus the entire recent drop in the extent of appro- 
priation gains occurred within the durable goods indus- 
tries. Here the downturn has been unrelenting and 
rather sharp, from a high of 70% in the second quarter 
of 1959 to 42% in the second quarter of 1960, drifting 
off further to 38% in the latest July-September period. 
Conversely, the proportion of companies cutting down 
their authorizations has risen progressively from a low 
of one fourth in the second quarter last year to almost 
three fifths in the most recent survey period. 

The so-called diffusion of capital appropriations thus 
provides further evidence that the decline in capital 


NONDURABLES 


200 
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Milder Dip in Equipment Field 
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Capital appropriations for plant and equipment during first nine months of 1959 and 1960 
relative to comparable 1958 levels set equal to 100, Based upon 4467 companies reporting sepa- 
rate plant and equipment data. Petroleum industry is excluded. Source: The Conference Board 


investment anticipations thus far has taken its heaviest 
toll in the hard-goods industries. 


First Backlog Decline 


At the end of the third quarter the backlog of unspent 
and uncanceled appropriations was 3% below the 1959 
level, the first year-to-year decline following five succes- 
sive rises. Modest backlog declines occurred in all the 
durables industries except instruments. Backlogs for the 
entire group were off 7% from a year earlier. In non- 
durables, on the other hand, although five of the seven 
industries reported lower backlogs, the total rose 2%, 
thanks mainly to the recent substantial accumulations 
by the chemical industry. 
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Backlogs are still a sixth higher than in the third 
quarter of 1958, with only one in three industries show- 
ing declines since then. In durables, backlogs have risen 
14%, while in nondurables the rise has been 20%. 


2 he thant ASLO ete tas Rae Bas tt hr 


Backlog Diffusion Contracts Further 


The percentage of companies whose appropriation~ 
backlogs were higher than a year earlier declined in the- 
third quarter of 1960 to 45%. This was the third straight © 
period in which this indicator has fallen since the peak 
rate of almost three fifths attained at the end of 1959. 


Percentage of Firms with Higher and Lower Backlogs 


1'59 I '59 Il '59 IV '59 1'60 ll "60 Ill '60 
1'58 ll '58 Wh'58 «IV '58 159 "59 Ill "59 
All manufacturing 
Higher....... 50 58 57 59 57 52 45 
Lower. 2 as os 45 36 38 34 38 42 49 
No change.... 6 5 6 fa 6 6 6 
Durables 
Higher, a6 52 60 58 59 57 51 42 
Power jse eet. 42 34 36 32 37 42 52 
No change.... 6 6 6 8 6 rf 7 
Nondurables 
Higher.4.)22e.-.- 47 57, bs¥e 58 56 53 49 
Lower. ¢¢..4,++ 47 39 40 36 39 43 46 
No change.... 6 3 5 6 5 4 5 


The contraction in the proportion of firms reporting) 
higher backlogs has been considerably sharper among” 
the durable goods industries than among the nondura-- 
bles. Indeed, the percentage with lower backlogs ex- 
ceeded that with higher backlogs among the durables 
for the first time since the final quarter of 1958. In 
contrast, among the nondurables the percentage of) 
firms with greater backlogs than a year ago still exceeded) 
the proportion reporting lower backlogs. 


Backlog Rates Decline 


Backlog rates in the third quarter were lower than a 
year earlier, the second successive such drop. (The 
backlog rate is defined as the number of quarters the 
appropriations backlog would last at the current rate of 
spending or commitment.) The backlog rate fell in both 
durables and nondurables industries. : 


Number of Quarters of Commitment or Expenditure 
Represented by End-of-quarter Backlog 


1958 1959 


All manufacturing 3.8 3.2 3.3 2.8 4.0 3.5 3.6 3.0 4.0 3.1 2.9 
Durables..... 4.4 4.0 4.3 3.7 5.0 4.1 4.5 3.7 4.4 3.6 3.4. 
Nondurobles. . 3.3. 2.5;2:6 2.0 3.1.2.8 2:9..2.3 3:7) 2:6m274m 


The backlog rates represent an admixture of spending 
and commitments. (A commitment is the placing of an’ 
order after an appropriation has been approved.) Some: 


(Text continues on page 20) 
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=| QUARTERS FOLLOWING PREVIOUS PEAKS 


| Capital appropriations and expenditures between consecutive cyclical 
| high points set on a comparison basis relative to the initial peak 
levels, Underlying dollar data are seasonally adjusted 


Source: The Conference Board 
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Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing | 


Companies, Quarters, 1958-1960 


Billions of dollars 


1958 1959 1960 
I II Il IV I Il iil a¥ I II it 
All manufacturing E 
ee backloge sepa wc. reek ec 7.62 7.81 6.89 6.32 5.92 7.39 755 7.51 7.73 9.05 8.30 & 
Newly:approved 22+ tssieee coe ete 1.67 1.59 2.09 3.57 2.57 2.38 2.97 3.81 2.22 1.79 ; 
Commitied onspent.... 053056552 e 2.13 2.25 1.99 2.21 1.95 2.30 2.22 2.68 2.33 2.77 2.63 
Canceled® Hes. 2, :cteda tats Tae ae ee 39 Sh 18 32 15 12 16 tf 14 18 19 
Closing backlog. <.— sence ones 7.83 6.89 6.32 5.88 7.39 7.55 7.55 7.65 9.07 8.32 Tae 
[Capital expenditures. .............. 2.24 2.31 2.06 2.24 1.76 2.19 2.16 2.69 2.24 2.74 2.66] 
Durable goods. 
Opening backlog... ; 2. . <vc20 sens ae 4.13 3.88 3.66 3.47 3.44 4.07 4.28 4.24 4.50 4.72 4.49 
Newly epptoved-;. 024. Gk. ek 8 SS SL Oy 157 133 1.03 1.60 144 1.08 17 
Committed or spent. 22. 52-- er, ee 91 95 85 ay 87 1.10 1.01 1.26 1.12 127 1.20 
Ganceléd) 3.5 1. ss cen ea eta ae 15 07 05 14 06 O4 06 06 08 O04 13 
Glosing backlogs eoneac.6el a eee 3.88 3.65 3.47 3.44 4.08 4.28 4.24 4.51 4.73 449 3.98 
[Capital expenditures.............-- 102 105 94 98 76 99 96 1.24 107 129 1296] 
Nondurable goods 
Opening backlog? 2.2. 2.22455 sa-6e 3.50 3.93 3.24 2.85 2.48 3.31 3.27 3.28 3.23 4.33 3.81 
INewly approved: «22 8-0 o-e4- ee 1.91 87 88 1.02 2.00 1.24 1.35 1.36 2.37 1.13 1.03 
Committed or spent 2-24. ee 1.22 1.30 1.14 1.24 1.08 1.20 1.21 1.42 1.21 1.50 1.43 
Canceled) F2F. S ee ee ee ee 25 27 13 Je 09 08 09 09 05 14 06 
Closing! backlog.= 3... 2 sreec. er 3.95 3.24 2.85 2.44 3.31 3.27 3.31 3.14 4.34 3.82 3.34 
[Capital expenditures............... 1.22 1.27 1.12 1.26 1.00 1.20 1.20 1.45 1.17 1.45 1.40] 


1 Based upon 602 reporting companies. Industry details may not add up because of rounding. Data for 1956-1958, based upon 507 reporting companies, available upon request 


Source: The Conference Board 


Table 2: Newly Approved Capital Appropriations 
for Reporting Companies, 1958-1960' 


Money figures in millions of dollars 


Table 3: Outstanding Capital Appropriations 
for Reporting Companies, 1958-1960 


Money figures in millions of dollars 


% Change % Change 
Iit’60 Ii1’60 End of Tii’6o Til’60 
Til ’60 TII’59 Iil’59 Iil’58 Tit ’6o0 Ii1’59 I1’59 I’ss 
PAG) mi cnvULTactuninge <x) ct ses ete a 1,458 1,951 —26 14 All manufacturing. j= 2. . sede sees. 6,234 6,446 —33 16 
Durable goods industries............ 657 872 —25 8 Durable goods industries............ 3,581 3,787 —7 14 
Primary iron and steel........... 129 129 0 —44 Primary iron and steel............ 1,561 1,679 —TJ).545 
Primary nonferrous metals....... 41 94 —56 24 Primary nonferrous metals... ..... 238 254 —6 —10) 
Electrical machinery and Electrical machinery and : 
equipments. sick tea eee 136 193 —30 147 equipmenE:. 4 ..46a,2 + ace eens 595 605 —-—2 19 
Machinery, except electrical. ..... 67 94 —29 —25 Machinery, except electrical... . . . 336 347 -—3 ~ 
Motor vehicles and equipment.... 168 117 44 217 Motor vehicles and equipment... . . 273° 330-1, — ie 
Transportation equipment, Transportation equipment, 
excluding motor vehicles... .... 20 40) — D0 —9 excluding motor vehicles. ....... 65 82 -21 —7 
Stone, clay and glass products. .. . 47 126 —63 —4l1 Stone, clay and glass products. . . . . 265 237 —8 43 
Fabricated metals products... .... 18 41 —56 —22 Fabricated metal products. ....... 69 74 —7 —10 
Instruments and photographic Instruments and photographic 
eQuipldenta) cree sacle ds mie 25 23 9 67 equipment. ae. oe ee ia 60 28 60 
Other durable goods industries?. . . . 6 15° °=60 —25 Other durable goods industries?.... 53 69 —23 z 
Nondurable goods industries......... 797 1,079 —26 19 Nondurable goods industries......... 2,703 2,658 2 20 
Food and beverages.............. 87 101 —l14 —7 Food and beverages.............- 216 238 —9 14 
Textile-mill products. ............ 35 47 —26 52 Textile-mill products. ........... 66 69 -—4 136 
Paper and allied products......... 69 122 —43 57 Paper and allied products. ........ 279 318 —12 18 
Chemicals and allied products... . . 266 398 —33 80 Chemicals and allied products... . . 1,076 966 ll 36 
Petroleum and coal products... ... 285 324 -—12 —5 Petroleum and coal products... .. . 838 872 -—4 —3 
Rubber products... te 62). 2. saejeee 39 80 —51 30 Rubber products... = 20. .0c- ene 177.— «2142 25 164 
Other nondurable goods industries? . 16 6 167 —45 Other nondurable goods industries*. 


1 Based upon 602 reporting companies. Industry totals are rounded 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


3 Includes apparel and related products, tobacco, leather and leather products, printing 
and publishing 


Source: The Conference Board 


16 


1 Based upon 602 reporting companies. Industry totals may not add up because of 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 


3Includes apparel and related products, tobacco, leather and leather products, 
and publishing 


Source: The Conference Board 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960, by Quarters’ 


Millions of dollars 


1958 


I It It 
Att MANUFACTURING 
Opening backlog......... 6,520 6,567 5,825 
Newly approved......... 2,118 1,371 1,274 
Committed or spent........ 1,738 1,831 1,612 
ESTING 727 lg es ane oe 315 287 142 
Closing backlog.......... 6,586 5,827 5,354 


Primary iron and steel 
Opening backlog......... 
Newly approved......... 
Committed or spent........ 
MERICELEU AES a wis 5 2.5 0 3s 
Closing backlog.......... 


[Capital expenditures...... 


Motor vehicles and equipment 
Opening backlog......... 
Newly approved......... 
Committed or spent........ 
WUREEEU te, eae osc oiac alo Jos2 


Transportation equipment, 
excluding motor vehicles 
Opening backlog......... 
Newly approved......... 
Committed or spent........ 


Stone, clay, and glass products 
ning backlog......... 
Newly approved......... 
Committed or spent........ 
(Cree te EAT ase 


Primary nonferrous metals 


Opening backlog......... 
Newly approved......... 
Committed or spent........ 


Electrical machinery and 


equipment 
Opening backlog......... 
Newly approved......... 
Committed or spent 
eled 


JANUARY, 1961 


1,673 


1,327 
229 
239 

1 

1,316 


261 


1959 


IV 


5,354 
1,677 
1,793 

258 
4,980 
1,805 


1,315 
236 
250 

12 

1,289 


248 
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Table 4: Capital Appropriations for Reporting Companies 1958-1960, by Quarters’ (continued) 


Millions of dollars 


1958 1959 1960 
I II iil IV I Il Til IV I 
Machinery, except electrical 
Opening backlog......... 356 324 311 323 376 386 378 339 324 
Newly approved.......... 91 67 89 138 134 119 94 105 155 
Committed or spent........ 65 77 76 80 119 127 121 110 93 
Canceled Pa a. ketone re aa 57 4 1 8 7 il g 4 1h 
Closing backlog.......... 325 311 324 377 388 378 847 330 371 
[Capital expenditures...... 96 97 83 86 70 98 103 115 92 
Fabricated metal products 
Opening backlog......... 71 100 86 nia 68 118 79 74 74 
Newly approved......... 62 17 23 44 84 17 41 59 83 
Committed or spent........ 30 31 31 49 34 55 46 58 47 
Canceled Bin 62 ean eae 2 i a 5 a a a 2 il 
Closing backlog.......... 100 86 £66 67 117 79 74 73 109 
[Capital expenditures...... 39 38 34 45 30 46 47 58 AT 
Instruments and photographic 
equipment 
Opening backlog......... 52 51 55 48 46 51 59 60 61 
Newly approved......... Q1 23 15 28 Q7 33 23 36 37 
Committed or spent........ 19 18 18 23 20 21 22 30 25 
Ganceled. el ates Soe eee 3 1 1 3 1 1 a 1 i 
Closing backlog.......... 51 55 48 46 51 59 60 61 72 
[Capital expenditures...... 19 18 17 23 19 21 22 29 24 
Other durable goods industries? 
Opening backlog......... 42 33 34 Q8 57 56 76 69 118 
Newly approved......... 8 16 8 50 19 43 15 76 15 
Committed or spent........ 14 14 16 21 16 22 Bil a7 30 
Canceled, Bake sap eine iernee 2 a a i a a 1 a 1 
Closing backlog... 2... 33 34 28 56 60 76 69 118 102 
[Capital expenditures. ..... 14 14 15 22 16 23 22 Q7 29 
NonpuraBie Goops OS a 
Opening backlog......... 2,842 3,124 2,561 2,248 1,965 2,587 581 2,634 2,625 
Newly approved......... 1,440 671 668 803 1,512 OTA EOI 1,080. 1817 8 
Committed or spent........ 947 1,015 888 «975 SRR DLO is ORD OO a2 DUG a ded 
Canceled oe es 194 225 101 Lie DO Be TES TRUBS hee ors aa ep (03 
Closing backlog.......... 3,140 2,565 2,252 1,935  %587 2,583 2,658 2558 | § 3,466 — 
[Capital expenditures. ..... 951 989 — 867 O74. 768 OM 2 080: «. Ae 901 oo 
Food and beverages 
Opening backlog......... 197 228 189 189 175 240 244 246 239 
Newly approved......... 118 75 94 98 149 117 101 103 130 
Committed or spent........ 8&1 107 90 104 83 110 103 104 103 
Canceled veins > cists ee 3 2 Q i) 4 2 4 Hie 8 
Closing backlog.......... 231 195 189 179 240 QA5 238 238 Q57 
[Capital expenditures. ..... 83 101 95 111 80 112 100 115 99 
Textile-mill products 
Opening backlog......... 29 28 20 29 42 52 50 69 72 
Newly approved......... 18 9 23 32 29 29 47 36 43 
Committed or spent........ rie 18 16 18 19 30 28 32 29 
Wanccledee er, ik te: cs ojestier ae a 1 a a 2 a a a 
Closing backlog.......... 28 20 28 42 oil 50 69 74 87 
[Capital expenditures. ..... 19 18 15 18 20 29 32 32 28 
Paper and allied products 
Opening backlog......... 327 285 Q57 236 Q49 256 265 308 327 
Newly approved......... 50 44 44 84 65 76 122 115 90 
Committed or spent........ 87 68 64 67 59 67 76 98 78 
Cancéled waters erences 4 2 2 8 1 a 5 
Closing backlog.......... 285 258 236 QA7 Q54 265 318 323 334 
[Capital expenditures. ..... 89 76 70 71 56 68 68 98 76 
Chemicals and allied products 
Opening backlog......... 1,267 1,156 917 719 719 730 791 966 1,016 1,151 1,122 
Newly approved.......:.. 251 181 148 Q15 Q15 288 398 340 372 287 266 
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Table 4 concluded 


Millions of dollars 


1958 1959 1960 
I II Ill IV I II Ill IV I II Til 
Committed or spent........ 289 303 271 197 197 214 21h 264 231 306 309 
(CHOPRA Roane Cede MO see 63 133 11 5 5 17 9 5 2 9 6 
Closing backlog.......... 1,167 913 794 732 732 790 966 1,032 1,149 1,122 1,076 
[Capital expenditures. ..... 291 302 264 194 194 211 214 268 235 311 309] 
Petroleum and coal products 
Opening backlog......... 870 1,276 1,041 866 653 1,168 1,065 850 760 1,402 1,075 
Newly approved......... 952 319 299 328 993 375 324 408 1,100 300 285 
Committed or spent........ 419 468 398 471 419 434 448 528 446 538 476 
Canceled oan ea cs a cage ers 122 8&3 Th 97 58 AA 70 54 10 78 82 
Closing backlog.......... 1,279 1,042 867 626 1,170 1,068 872 680 1,406 1,083 838 
[Capital expenditures. ..... 417 437 377 465 378 438 453 534 407 507 453] 
Rubber products 
Opening backlog......... 91 92 The 67 62 80 101 141 158 183 198 
Newly approved......... 37 22 30 30 AT 64 80 69 70 73 39 
Committed or spent........ 35 32 29 32 a7 41 39 50 43 55 58 
COnccled sae. ven saint: 1 5 iil 3 1 3 a 2 3 8 2 
Closing backlog.......... 92 77 67 62 80 101 142 158 183, 198 177 
[Capital expenditures...... 35 33 25 32 25 38 34 48 40 48 51] 
Other nondurable goods industries? 
Opening backlog......... 62 58 60 71 66 61 64 53 52 50 50 
Newly approved......... 15 20 29 18 14 5 6 17 11 16 16 
Committed or spent........ 1) 18 i Mp 21 20 20 16 16 13 16 16 
Wanecled an Me new e's a i a 2 a 2 1 a a 1 a 
Closing backlog... . 2.2... 58 60 71 66 60 64 53 54 50 50 50 
[Capital expenditures...... 18 Q1 20 17 16 20 19 19 16 17 17] 


1 Based upon 602 respondents. (Data reported by 507 companies for 1955-1958 are available upon request.) Industry totals may not add up because of rounding. Opening backlog is defined as 
approved capital appropriations outstanding at beginning of quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 

3\Includes apparel and related products, tobacco, leather and leather products, printing and publishing 
a—less than $500,000 

Source: The Conference Board 


Table 5: Appropriations for Plant and Equipment 1959-1960! 


In per cent 
Appropriations for Plant as a 
Percentage of Total Appropriations 
% Change in Appropriations 
III 1959 to III 1960 1959 1960 
Total Plant Equipment I II lil IV I II Iil 
PERIICCUZUCCUUTIN GO se cote yates Mate Alesis ete he Sk —28 —48 —17 26 83 36 Qh 25 Qh 26 
PF GDLE(GOOUS IMAUSET LES 9/8 vite else mGhete ld WOK Miskeueaes —25 — 37 —19 25 34 32 Qh 22 22 26 
FepiMMarygirONC ANG Steel Aras nce has deailays felere fes Fac, aedsbo. aut 0 64 —15 28 36 19 17 20 16 32 
Enimary nonferrous metals... <0. ......00-¢--++-+- —56 —54 —57 41 35 28 20 25 30 30 
Electrical machinery and equipment.............. —30 —42 —22 24 46 40 25 34 24 33 
Machinery, except electrical..................... —29 —39 —24 18 ll 30 ie 18 13 26 
Motor vehicles and equipment................... 44 14 50 3 19 18 18 6 13 14 
Transportation equipment, excluding motor vehicles. —50 —75 — 5 32 45 49 40 34 34 26 
Stone, clay and glass products................... —63 —58 —67 34 53 45 37 32 50 51 
Fabricated metals products. ...............++005: —56 —87 — 36 22 13 39 49 12 12 13 
Instruments and photographic equipment......... 9 — 67 35 15 17 25 25 14 47 8 
Other durable goods industries?.................. —60 100 —71 22 68 4 43 20 38 28 
Nondurable goods industries... 0.0.0... 0c cece eens —32 —57 —16 28 31 41 Qh 31 23 26 
HBOCEANCNDEVERALES iy sais eh ce ah eh ct ura aise Sees —14 —9 —16 Q1 35 33 25 22 38 34 
exile tlnroducts yd see may ian Mehmed ees — 26 —50 — 22 25 9 12 13 20 Q1 8 
Rapenand allied products \...c:..<ia supe teslels wher eledeinye aie —43 —78 0 18 11 56 o7 9 30 22 
Chemicals and allied products..................-. —33 —61 —7 42 41 49 25 44 26 29 
EBD DELEDLOGMUCES sy trams \s. saan tet. anben kita dante semeers —51 — 20 —53 9 13 6 23 12 10 9 
Other nondurable goods industries’............... 167 100 180 13 17 17 2 20 32 12 


1 Based upon 467 companies reporting appropriations separately for plant and equipment for all quarters. Petroleum industry is excluded 
2 Includes lumber products, furniture and fixtures, ordnance and miscellaneous manufactures 

3\ncludes apparel and related products, tobacco, leather and leather products, printing and publishing 

Source: The Conference Board 
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(Text continued from page 14) 


companies are able to report their commitments; for 
these companies, then, backlogs represent uncommitted 
appropriations. For companies unable to report com- 
mitments, they represent unspent appropriations. 

Unspent backlogs at the end of the third quarter of 
1960 were 2.1 times as great as spending during the 
quarter. A year ago this backlog rate was twice as 
great. This is the third successive year-to-year decline in 
the backlog rate. The declines were sharp in both 
durables and nondurables. 


Commitments Rise 


Trends in commitments and spending can be com- 
pared for those companies able to report commitments. 
The survey record thus far suggests that changes in 
commitments tend to lead changes in spending by two 
or three quarters. 

Commitments in the third quarter of 1960 were 2% 
higher than a year ago, the smallest of seven successive 
increases. Spending was 13% above a year ago, a smaller 
gain than that in the second quarter. The trend in com- 
mitments indicates that future gains in outlays will be 
still smaller, but no decreases are yet in sight. 

In durables, third-quarter commitments were 15% 
below a year ago, the second straight decline. Spending, 
however, was still well above a year earlier, although the 
rate of advance fell from 29% in the second quarter to 
20% in the third quarter. 

In nondurables, commitments in the third quarter 
were 20% above a year ago, a smaller gain than in the 
peak second quarter but still substantial. The 11% gain 
in spending posted in the third quarter was only slightly 


smaller than the second-quarter spending hike, and- 


indicates continuing strength in this sector’s outlays. 

Comparisons of the levels of appropriations, commit- 
ments, and spending give further perspective to trends 
in spending. These comparisons give rise to the concepts 
of backlogs of uncommitted appropriations and unspent 
commitments. In durables industries, the backlog of 
uncommitted appropriations at the end of the third 
quarter, 1960, was 6% higher than a year ago. Since the 
fourth quarter of 1959, when the backlog was 17% 
higher than a year earlier, gains have been successively 
smaller. This has been reflected in the downward trend 
in commitments in the durables sector. The decline in 
commitments, coupled with continued gains in spend- 
ing, has resulted in a drop in the backlog of unspent 
commitments during the second and third quarters of 
1960, after five quarters of steady growth. About a 
fourth of the unspent commitments accumulated during 
those five quarters has been depleted thus far. 

The picture in nondurables is less complete because 
of.a smaller sample of companies reporting commit- 
ments and a very sharp seasonal pattern of appropria- 
tions. The third-quarter backlog of uncommitted appro- 
priations was 20% higher than a year ago, a rate of gain 
equaled in the previous two quarters. Moreover, com- 


mitments continue in excess of current spending, and 
unspent commitments are piling up faster than in 1959. 
Thus the outlook for capital spending by the nondurable 
goods industries appears bright. 


Plant, Equipment Approvals Fall 


Of the 602 companies regularly reporting capital 
appropriations data, 467 have for the past seven quar- 
ters been supplying a breakdown of their new appro- 
priations into those slated for plant or new construction 
and those slated for machinery or equipment. (Petro- 
leum companies are unable to make this breakdown; 
therefore all figures in this section, whether for all 
reporting companies or for those supplying the plant 
and equipment breakdown, exclude that industry.) 

The proportion of new appropriations scheduled for 
expenditure on plants was 26% in the third quarter of 
1960. Although up slightly from the preceding quarter, 
this figure contrasted sharply with the 36% posted a 
year earlier. This pattern held in both durables and © 
nondurables sectors. 

Total third-quarter appropriations of manufacturers — 
(excluding petroleum) were down 28% from a year ago. 
Appropriations for new plant were down 48%, while 
those for equipment were off only 17%. This was the 
third successive year-to-year drop in plant approvals, 
and the sharpest decline thus far. The drop in equip- 
ment approvals was the first. 

In the durables sector, plant approvals were down — 
two fifths from a year ago, the third straight drop of — 
such dimensions. New appropriations for equipment, by 
contrast, were off only 18%, and earlier declines this 
year were of even smaller magnitude. 

In nondurables, third-quarter plant appropriations 
were off 57% from the peak year-ago rate, while ap- — 
provals for equipment were down only 15%. This was — 
the second decline for plant, the first for equipment. 


Seasonal Pattern for Plant and Equipment 


If the ratios of plant and equipment approvals to — 
total approvals are applied to seasonally adjusted — 
appropriations, seasonally adjusted figures for the two — 
components can be obtained. This procedure assumes 
that plant appropriations and equipment appropriations — 
are subject to the same seasonal influences, or that the — 
ratio of plant to total appropriations does not show a 
seasonal pattern. This assumption is as yet impossible - 
to test with the limited data now available, and there- ~ 
fore the following observations about seasonally ad- — 
justed trends in plant and equipment approvals must be © 
tentative. 

In the third quarter of 1960, seasonally adjusted — 
plant appropriations declined moderately from the ~ 
previous quarter. After four successive declines, plant — 
approvals are now 48% below the peak reached in the © 
third quarter of 1959. 

Appropriations for new equipment have not moved as ~ 
sharply during the past seven quarters as have those for 
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plant. Aside from a peak in the fourth quarter of 1959, 
perhaps caused mainly by the sharp poststrike resur- 
» gence of the steel industry, the trend of equipment 
approvals flattened out at a lower level through the 
first half of 1960. In the third quarter, however, they 


. fell about 15%. The decline was mainly centered in the 
_ durable goods industries where more than four fifths of 
_ the drop was accounted for by primary metals. 


Both the year-to-year comparisons and the season- 


| ally adjusted estimates indicate that plant approvals 
are a more volatile and earlier moving portion of total 
_ appropriations. The recent drop in equipment approvals 


was clearly suggested by earlier declines in the plant 


portion. This drop has been more moderate than the 


plant approval decline, and subsequent drops, if any, 


seem likely to hold to that pattern. 


Contrast with Previous Decline 


At the beginning of the third quarter of 1960, the 
general business cycle and the capital goods cycle both 
seemed at the same stage as in mid-1957. In both 
periods, although capital spending continued to in- 
crease, new appropriations had been falling for several 
quarters and backlogs had just begun to decline. In the 
second quarter of 1957, new approvals were a fourth 
below their previous peak, on a seasonally adjusted 
basis, while in the second quarter of 1960, new ap- 
provals were down a fifth from their peak. 

The question was whether, in the third quarter of 
1960, the 22% decline posted in the corresponding 
quarter of 1957 would be repeated. This has not oc- 
curred: the third-quarter decline in 1960 was only half 
as great as that in 1957, and the total fall from the peak 
was only three fifths as great. Likewise, the dollar 
reduction in backlogs is roughly half as great as what 
had occurred by the third quarter of 1957. 


Summary and Prospect 


In the third quarter of 1960, newly approved capital 
appropriations were down moderately for the third 
successive quarter. These declines have brought ap- 
provals about a fourth below their peak at the end of 
1959. For the first time, approvals for equipment fell 
significantly, but the bulk of the decline has still been in 
plant appropriations. 

As spending continued upwards, the backlog decline 
accelerated. Backlogs at the end of the third quarter 
of 1960 were slightly below the year-earlier level, and 
after two successive quarters of decline, roughly 40% of 
the backlogs amassed during the 1959 upswing were 
drained off. For those companies reporting commit- 
ments separately, the backlogs of uncommitted appro- 
priations and unspent appropriations are both being 
depleted. 

The survey results thus far in 1960 point to an 
imminent spending decline of moderate proportions. 
That there will be a decline is indicated by the down- 
trend in both new appropriations and backlogs; its 
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relative mildness is suggested by several observations. 
First, the decline thus far in new approvals and back- 
logs has been substantia!ly smaller than in the preceding 
capital goods downturn. Second, even if appropriations 
were not to turn up for several quarters, and spending 
were to fall to the third-quarter-1960 level of net ap- 
provals, the percentage decline in spending would be 
only half that of the previous decline. 

Clearly, the extent and duration of the spending 
decline depends on the trend in new appropriations in 
the coming few quarters. Sharp reductions in new 
authorizations so far seem unlikely, since approval pat- 
terns still reflect a strong demand for replacement of 
inefficient machines and equipment. However, if earn- 
ings continue to slip in relation to sales volumes, new 
authorizations could be curtailed drastically and previ- 
ously authorized projects could be stretched out or 
canceled, resulting in a steep drop in outlays. Thus an 
appraisal of the future trend of capital investment must 
await the next and subsequent capital appropriations 
surveys. 

Martin R. GaInsBruGH 
FRED STEVENSON 
Office of the Chief Economist 
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The Economics of Defense in the Nuclear Age—A study of de- 
fense problems as economic problems, with stress on the 
continuing revolution in defense technology. The focus is on 
pre-attack problems of choice, ranging from broad strategies 
and weapons systems to ways of handling spare parts. By 
Charles J. Hitch & Roland N. McKean. Harvard University 
Press, Cambridge, Massachusetts, 1960, 422 pages, $9.50. 


Guide to Colleges—How to Select the College You Want—This 
book is designed to help the inquirer choose the college best 
suited to his abilities, interests, and finances. The guide car- 
ries both scholastic and social facts and figures on more than 
2,000 colleges in the United States and its territories. Col- 
leges are classified into twelve major types to accommodate 
the particular interests of the reader. By Gene R. Hawes. 
The New American Library, New York, New York, 1959, 256 
pages. 75 cents. 


Methods of Correlation and Regression Analysis—The third ‘edi- 
tion of this standard work in regression analysis contains 
some additional material as well as a modernization of 
the treatment of standard topics. By Mordecai Ezekiel 
and Karl A. Fox. John Wiley & Sons, Inc., New York, 
New York, 1959, 548 pages. $10.50. 


The World's Metropolitan Areas—A list of the world’s metro- 
politan areas classified by country and listing the popul- 
ation of each region. By the staff of the International 
Urban Research. University of California Press, Berkeley 
and Los Angeles, California, 1959, 115 pages. $3.00. 


China's Population—Reproduction of the text of two lectures 
delivered at the University of Hong Kong in June, 1959, 
reviewing census procedures and census results of the 
People’s Republic of China. By Sripati Chandrasekhar. 
Honk Kong University Press, Honk Kong, 1959, 69 pages. 
$1.20. 


Canadian Economic Policy 


— A Reappraisal 


2. The National Policy 


‘ie MEANINGFUL analysis of Canadian economic 
policy must be firmly based upon an understanding of 
the historical factors that led to its development. Such a 
statement would apply to most countries, but in 
Canada’s case the need of historical perspective is more 
than usually evident owing to the peculiar difficulties 
that have attended the building of this nation, huge in 
area but of relatively small population, which shares the 
North American continent with a so much more power- 
ful neighbor. The perpetual defense that has been neces- 
sary to prevent absorption by the United States, either 
through deliberate political and military aggrandize- 
ment, as in earlier periods, or through the involuntary 
osmosis of economic and cultural forces, as in recent 
years, is reflected in virtually all spheres of Canadian 
life. Nowhere is it more evident than in the policies that 
govern the country’s economic affairs, which are pat- 
terned to further the traditional objectives of independ- 
ent national sovereignty. 


The Colonial Period 


Like that of most of the “newer” countries of the 


world, the economic policy of Canada was originally 
formulated by and for the principal benefit of a Euro- 
pean imperial power. First France, and later Great 
Britain, conquered and occupied the area that is now 
Canada with the sole objective of exploiting the terri- 
tory’s natural wealth and carrying this wealth back to 
the Old World. Thus the economy was almost exclu- 
sively geared to primary production for export—initially 
the trapping of animals for furs, later the production of 
agricultural products and the development of lumbering 
and mining. But with the growth in population and the 
achievement of a greater measure of self-government, 
the influence of the imperial power lessened, and with it 
waned the colonial economy. Policy in economic as well 
as political matters came to be made in the British 
North American colonies themselves, and the colonists 
naturally placed greater emphasis on their own welfare 
than upon that of the motherland. 

At first the change made relatively little difference to 
the nature of the economy. The absence of a broad 
industrial base, and of the necessary technical and man- 
agerial skills, militated against the establishment of 
manufacturing activities, except for certain semihandi- 
craft operations. Since there was a ready demand abroad 
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for the industrial raw materials and agricultural prod-— 
ucts that the territories were able to produce cheaply 
and abundantly, it seemed logical to concentrate upon 
the output of these commodities and to import required — 
manufactured goods from outside. Thus at the time of — 
Confederation in 1867 over one half of the population of 
314 million was employed in farming, fishing and lum- — 
bering; the only manufacturing industries of any scale — 
were shipbuilding and the production of agricultural — 
implements, for which there existed exceptional oppor- — 
tunities. ' 
But already an alteration in the traditional pattern — 
had begun. Starting with the introduction of the 
Cayley-Galt tariffs in the Province of Canada (now ~ 
Ontario and Quebec) in 1858 and 1859, the necessary 
protection was created for the establishment of manu- 
facturing enterprises, and with the formulation of the 
famous ‘“‘National Policy” of Sir John A. Macdonald in 
1879 the process of industrialization was accelerated. 


Establishment of Manufacturing 


The reasons for the decision to encourage the setting 
up of manufacturing industry were numerous and com- 
plex. Following the withdrawal in the 1840’s of various 
trade preferences that the colonies had enjoyed in the 
United Kingdom market, a number of attempts had 
been made to secure “reciprocity” (mutual free trade) 
with the United States; but although a limited agree- 
ment to this effect was reached in 1854, the arrangement — 
lasted for only twelve years and subsequent efforts along 
similar lines failed in negotiation. 

By this time the United States tariff had risen to 
extremely high levels, and the newly federated nation of 
Canada found its principal export markets in both — 
Britain and the American republic severely curtailed. | 
Thus popular pressure grew for a tariff policy that — 


would make good this loss through the fostering of home | 


industry. The pressure was increased by the serious — 
depression that hit the country in the 1870's. 
To these factors were added the belief that the estab- - 
lishment of domestic manufacturing industries would — 
increase Canada’s independence from foreign influences ~ 
by reducing the reliance on outside markets and sources — 
of supply. By “foreign” was meant, in the main, United — 
States, for it was the huge and rapidly growing nation 
on their southern border that Canadians feared and mis- — 
trusted. This suspicion, originating in the years of - 
resistance to American military expansionism in the late — 
eighteenth and early nineteenth centuries (and reaching — 
its climax in the War of 1812), was kept alive in the © 
prospect of economic absorption by the much larger ~ 
and stronger industrial power that the United States _ 
had become. Politicians and other interest groups did ~ 
not hesitate to turn these sentiments to good advantage, 
so the issue rapidly acquired emotional overtones. 
The new policy was, therefore, launched in an atmos- 
phere of patriotic endeavor, the redoubtable Sir John ~ 
proclaiming that “there are national considerations that 
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rise far higher than the mere accumulation of wealth, 
‘than the mere question of trade advantage; there is 
prestige, national status, national dominion . . . no 
‘great nation has ever arisen whose policy was free 
trade . . . there must be a mixture of industries to 
‘bring out the national mind and national strength.” 


Policy Continues 


In essence, Macdonald’s National Policy has re- 
mained the basis of Canada’s economic policy ever since. 
The reciprocity issue arose again in 1891 and in 1911, 
but it was decisively rejected each time by an electorate 
aroused to a high point of nationalist fervor (the slogan 
on the latter occasion was “No truck nor trade with the 
Yankees’), and the case for a separate, protected 
economy was confirmed. The only major amendments 
to the policy have been the reintroduction, on two 
different occasions (1897 to 1900 and 1932 to the 
present), of preferential tariff arrangements with 
Britain, but these developments have not altered the 
basic pattern of Macdonald’s design.+ 

Nor have the factors that gave rise to the policy 


About This Series 


The first article in this series (in The Business 
Record for October, 1960) considered some of the 
questions associated with Canada's reliance upon 
heavy inflows of foreign investment capital, mainly 
from the United States, and the related problems 
of the country’s large and rising deficit on current 
account in its international balance of payments. It 
was concluded that many of these questions could 
not be adequately answered without a broad 
measure of agreement about the aims and objectives 
of Canadian economic policy. 

There is little doubt that this agreement does 
not currently exist; that, whatever may have been 
the objectives of economic policy in the past, they 
have been lost sight of, or have become outdated, 
so that further progress in discussions on this subject 
will not be possible until the old objectives have 
been reaffirmed or new ones enunciated. By the 
same token, the lack of a well-established framework 
of agreed policy objectives has inhibited construc- 
tive action on many other Canadian economic 
problems. 

This second article will therefore review briefly 


the historical development of the present policy in 
an attempt to establish the aims that motivated its 
Originators and to isolate the aspects in which it 
may be falling short of today’s requirements. 
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changed appreciably. The desire of the Canadian 
electorate for economic independence is apparently still 
strong, as is the belief that the encouragement of 
domestic industry will foster that independence. More- 
over, despite the growth in the population and in the 
scale of the economy, the products of Canadian manu- 
facturing are still, for the most part, unable to compete 
with foreign goods without tariff protection. 

This circumstance requires a little explanation. Al- 
though the Canadian market has grown in absolute size, 
it remains much smaller than those of major industrial 
countries, such as the United States, Britain, France, 
and Western Germany. In the absence of complicating 
factors—and assuming for the moment that the rates of 
labor productivity other than those directly related to 
market size were similar in each case—the smaller size 
of the Canadian market, and consequently reduced 
opportunities for ““economies of scale” possible in more 
populous nations, would cause the wages of workers in 
Canadian manufacturing to be lower than in these 
larger countries. As a result, unit labor costs in Canada 
might be expected to be comparable with those else- 
where and, assuming that other costs were also approxi- 
mately equal, the prices of Canadian goods would be 
competitive with those of foreign products. 

In fact, however, complicating factors do exist, the 
principal one being the inevitable influence that wages 
in the primary industries have on manufacturing wages. 
Since these primary industries enjoy, as we have seen, 
large export markets which permit considerable econo- 
mies of scale, they are able to pay high wages while 
remaining fully competitive. The net result is that 
manufacturing industries suffer from high labor costs, 
making survival impossible without tariff assistance.? 

Nevertheless, the manufacturing industries have 
grown until Canada now ranks about sixth among the 
industrial nations of the world. In 1959, manufacturing 
accounted for 26% of the gross domestic product at 
factor cost and employed approximately one fourth of 
the total labor force, both of which proportions are 
almost as high as the corresponding figures for the 
United States. At the same time the country ranks 
fourth in the world in terms of total trade, and in trade 
per capita is exceeded only by the Belgium-Luxembourg 
union and Switzerland. 


Aims of Policy 


From this brief historical background some conclu- 
sions may be drawn regarding the aims of Canadian 
economic policy, as they have developed from the 


1 Allowance must be made for the movement towards international 
trade liberalization that has occurred in the past twenty years and in 
which Canada has been prominent. Today Canada is not, by any 
means, a high-tariff country 


2'This explanation is considerably oversimplified. A number of 
factors besides wage rates influence the spread between Canadian 
costs and those in other countries, and these factors are frequently 
complex. For a more complete analysis of this question, see D. H. 
Fulleton and H. A. Hampson, “Canadian Secondary Manufacturing 
Industry,” Part II 
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foundation laid over eighty years ago. The foremost of 
these aims, political in origin but with wide economic 
ramifications, is that of national sovereignty and, to a 
considerable degree, self-sufficiency. As has already been 
suggested, this desire is basic to the Canadian experience 
as a small power struggling to establish itself against the 
force of geography and logic pulling it towards the 
United States, and has been strengthened by the long 
evolution from colonial dependence on Great Britain 
and, before that, France. 

A second implication of the National Policy is the 
need for a rapid rate of economic growth. This follows 
because an import tariff always has a cost! (as have 
other features of the separate Canadian nation, such as 
independent transcontinental railroad and airlines sys- 
tems, national radio and television networks and many 


1910 


24 


CURRENT DOLLARS 


1960) 


1920 1930 1940 1950 


more). The cost is borne by the consumer, who in conse- 
quence cannot buy as much as he otherwise could and - 
whose standard of living is therefore lower than it 
might be. While the patriotic Canadian is undoubtedly | 
prepared to suffer a reduction in his living standard if” 
this is the price of his country’s independence, he will be" 
less happy about the necessity if his wage packet is 
already slim than if times are prosperous and his 


1 The cash cost of the Canadian tariff has been estimated by Dr. — 
J. H. Young, in his study “Canadian Commercial Policy,” at approxi- - 
mately $1 billion in 1956 (pp. 63-73). As part of the evidence support- 
ing his estimates, Dr. Young cited a large number of typical list-price 
differentials between similar products in Canada and the United - 
States. For example, he found that the same models of cars were 
from 11% to 22% more expensive in Canada than in the United 
States, while refrigerators were from 4% to 49% dearer (in each case’ 
taxes were excluded). These figures were confirmed by a comparison 
of manufacturers’ costs (p. 163 et seq.) 
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prospects rising. This need to maximize economic 
growth rates can in fact probably be reduced to the 
- simple formula of ensuring that the differential between 
United States and Canadian living standards is kept to 
a minimum,! for so close is the border to all inhabited 
. parts of Canada and so free the movement between one 
_ country and the other that greatly superior American 
- conditions are bound before long to cause the large-scale 
emigration of Canadians to the United States. 

But quite apart from the compromises necessary to 
~ accommodate the conflict between patriotism and mate- 
rial welfare, it has always been plain that the National 
Policy is essentially a policy of growth. The references 
to national destiny already mentioned suggested a need 
for the country to grow in size and power to something 
which, if nowhere near that of the colossus to the south, 
at least would be more closely comparable with the 
larger states of Europe. This feeling that an enormous 
increase in the scale and stature of Canada was not only 
possible but desirable has remained strong throughout 
most of the years since Macdonald’s policy was formu- 
lated, and it is still evident today. 


Secondary Implications 


There are, moreover, a number of secondary implica- 
tions to be drawn from the National Policy. Some of 
these less obvious corollaries are responsible for the mis- 
givings that have lately come to preoccupy those study- 
ing Canadian economic problems. 

It is to be expected, for example, that an expansive 
policy predicated upon a maximization of the rate of 
economic growth will provide opportunities for foreign 
capital and technology, which can be refused only at the 
cost of slowing that growth rate. It is also apparent that 
direct investment in Canadian branch plants will be 
encouraged if the products of foreign manufacturers are 
kept out of the Canadian market by tariffs. Thus the 
National Policy, which originated in large part as an 
expression of the desire for economic independence, 
actually contained the seeds of increased dependence on, 
and control by, foreign interests. It has taken more than 
three quarters of a century and an unprecedented 
investment boom to make these facts clear, and they are 
indeed still unrecognized by many commentators upon 
the Canadian economic scene. But their truth cannot 
any longer be seriously denied. 

Another indirect implication of the National Policy is 
its inherent demand for a rapid rate of population 

growth. The labor requirements of the new industries to 
_ be established with tariff protection, to say. nothing of 
the future needs of a country with aspirations as a 
significant economic power, made population growth 
imperative. While Canadian immigration policies have 
not always been as consistent as one might wish, they 


1The present difference between United States and Canadian 
standards of living has been estimated, according to various methods 
of measurement, as between 25% and 30% by the Royal Commission 
on Canada’s Economic Prospects (Final Report, pp. 44-46) 
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have appeared to confirm this belief in the importance 
of population increase; immigration has been generally 
fostered (except during recession years) on a scale con- 
sistent with the prospect of continued industrial expan- 
sion, especially of the labor-intensive manufacturing 
activities. 


Some Gaps in Apparent Objectives 


Having outlined some of the apparent aims of 
Canadian economic policy, as deduced from the design 
established in the National Policy, as well as some of its 
less obvious implications, mention should be made of 
one aspect of the policy in which any statement or im- 
plication of aims is singularly lacking: the question of 
the relative importance in the economic structure that 
is to be accorded to manufacturing on the one hand and 
the primary industries on the other. In this respect the 
National Policy has created a basic dilemma, for any 
tariff assistance granted to the former creates a danger 
that other countries may retaliate with import restric- 
tions against the latter. Even if the relationship be- 
tween the two is not so direct as this, the paradox 
remains of a policy of fostering the maximum liberaliza- 
tion of world trade (as Canada has sought to do through 
the machinery of the General Agreement on Tariffs and 
Trade and other international arrangements), while at 
the same time protecting manufacturing industries with 
import tariffs at home. Most countries, of course, be- 
come involved to some extent in such difficulties; the 
problem is greater in Canada than in most nations, 
however, owing to the very high proportion of total 
national income that is derived from exports. 

This conflict between the primary and the secondary 
sectors of industry has been decided in favor of the 
former in one relatively minor respect: it is official prac- 
tice, in the establishment of tariff rates, to favor agricul- 
ture and the export industries by setting low rates on 
goods and materials used by these industries. However, 
this is perhaps the only concrete evidence of any clearly 
defined guiding philosophy in the setting of tariffs. 

Not only does the National Policy provide little 
indication of the importance to be accorded to manufac- 
turing as against the primary industries, but it is also 
silent on the question of the direction in which manufac- 
turing operations should be encouraged to develop. It is 
clear that the tariff represents a measure of govern- 
mental interference in the free working of economic 
forces, and as such could be made to act as an agent of 
control over the industrial structure. Certain countries 
have sought to use this power to foster certain indus- 
tries and discourage others, thus building an economy 
that specializes in particular activities rather than 
covering a broad range of enterprises. The Canadian 
government has not embarked upon such a course, so 
far as can be ascertained, contenting itself with a system 
of largely ad hoc decisions based on no easily discernible 
criteria. The result is an industrial complex that some 
economists believe to be too widely based for maximum 
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efficiency in an economy such as Canada’s. This criti- 
cism will be discussed further in a subsequent article in 
this series. 


The Postwar Years 


Here it is necessary to trace in somewhat greater detail 
the events that have affected the Canadian economy in the 
years since the end of the Second World War. 

The decade following the termination of hostilities 
was a period of extremely rapid economic expansion. 
The boom was concentrated initially in the resource 
industries, for whose products there was a swelling 
demand in the United States, but soon it became all- 
pervasive. Between 1946 and 1956 the gross national 
product increased two and a half times and the index of 
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industrial production almost doubled (the mining index 
nearly tripled); total labor income rose by 170%, cor- 
poration profits (before taxes) by 125%, and exports by 
100%. 

Forecasts of the country’s future, even including the 
scholarly prognostications of capable economists, were 
virtually unanimous in their unbridled optimism. The 
Royal Commission on Canada’s Economic Prospects, 
established in 1955, painted a picture of continuing 
increase and prosperity. It predicted! that the gross 
national product, in constant 1949 dollars, would rise 
from $21.5 billion in 1955 to somewhere between $55 
billion and $69 billion twenty-five years later (the differ- 


1 Gordon Commission study “Output, Labour and Capital in the 
Canadian Economy,” pp. 193-226 and 348A 
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ence depending on the pace of immigration and the rate 
cof productivity increase in industry). A similar expan- 
‘sion would be witnessed in other measures of economic 
activity, so that, by 1980, Canadians would have 
achieved a living standard of the utmost affluence, the 
only factors seriously affecting their contentment ap- 
parently being the problem of ever-growing American 
control of their country’s productive machinery. 


Evidence of Recent Weakness 


However, since 1956 there have been disturbing signs 
that all is not well in the Canadian economy. A short 
recession in 1957-1958, not appreciably different from 
earlier mild contractions that had temporarily inter- 
rupted the pace of growth in 1949 and 1953-1954, was 
followed by a rather weak recovery and then a further 
recession in 1960. The advance in national output 
slowed to such an extent that gross national product per 
head of population, measured in constant dollars, 
recorded no increase at all between 1956 and 1960. 
Many industries suffered severe declines in sales and 
profits during this period. Unemployment, which in the 
1946-1956 period never rose above an annual average of 
4.6% of the labor force (including 1954, a recession 
year), averaged 7.1% in 1958, 6.0% in 1959, and 
approximately 7.0% in 1960. 

Moreover, evidence began to accumulate of serious 
structural imbalances in various sectors of the economy, 
suggesting that this loss of momentum might be more 
than a purely cyclical phenomenon, perhaps indicating 
the presence of more fundamental difficulties. This pos- 
sibility has aroused a great deal of discussion, adding 
further to the far-reaching deliberations referred to in 
the previous article in this series. 

In analyzing the causes of the present slowdown in the 
rate of Canadian economic growth, care must be taken 
to separate those factors that appear to be peculiar to 
Canada from those that are affecting the North Amer- 
ican continent as a whole, for a similar, if less pro- 
nounced, contraction in business activity has been 
witnessed in the United States. For the sake of com- 
pleteness, this common North American experience will 
be briefly reviewed before an attempt is made to isolate 
such special problems as may be afflicting Canada alone. 


End of World Economic Sovereignty 


While a number of influences could be enumerated as 
contributing to the pause in economic expansion on this 
continent, one of the most important is clearly the 
termination of what might be described as the period of 
North American world economic sovereignty. This 
period, lasting approximately from the end of the war 
until some time in the mid-1950’s (its conclusion was 
too gradual to be precisely dated), resulted from the 
| fact that the United States and Canada were the only 
industrial nations of any consequence that were not 
severely crippled by the conflict. They found them- 
selves, therefore, in a position of unchallenged economic 
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dominance of the world until the other industrial powers 
(the principal countries of Europe, plus Japan) had 
rebuilt and revitalized their battered and impoverished 
economies. Meanwhile they enjoyed the benefit of inter- 
national demand for goods that only they could supply. 

This position of virtual world monopoly was, more- 
over, extended *by a number of developments that 
served to postpone the recovery of North America’s 
industrial competitors. Several of the major powers of 
Europe, in particular, suffered a series of setbacks and 
dislocations, involving the liquidation of many valuable 
holdings in Asian and African territories that achieved 
independence during the era of colonial emancipation 
that began with the war’s end. The revolutionary 
activity (commonly aided by Communist machinations) 
that in many of these cases preceded the transfer of 
power frequently involved the European countries con- 
cerned in lengthy and extremely costly military opera- 
tions—the campaigns in Malaya, Indo-China, Kenya, 
Cyprus and Algeria being perhaps the most prominent 
examples. In 1956 France and Britain became engaged 
in a neo-colonial conflict in Egypt, the ramifications of 
which affected the whole of Europe. And in addition to 
these burdens, many European nations underwent 
internal political changes in the postwar period that led 
to the institution of socialist welfare measures, the cost 
of which, whatever their other virtues, was a drain upon 
these countries’ resources at a critical time. 

A rather different set of circumstances attended the 
recovery of Japan, North America’s only non-European 
industrial competitor, where the principal factor holding 
back economic revival was the loss of the formerly 
valuable Japanese market in China. 

It is hardly necessary to mention that the problems of 
Europe and Japan were well understood in the United 
States and Canada, and that huge sums were expended 
in Marshall Plan aid and similar assistance to speed the 
process of recovery. These actions are an indication that 
it was clearly realized by those in power in Washington 
and Ottawa that the disparity between Europe and 
North America could not be allowed to continue. Never- 
theless it did persist, to a diminishing degree, for the 
better part of a decade, and its ultimate disappearance 
has led to substantial problems for the two North 
American countries. 


Problems of Costs 


No one who has lately examined the goods on display 
in an American or Canadian department store needs to 
be told what these problems are. Primarily, they are 
difficulties of relative costs as between North American 
products and those imported from Europe and Japan. 
This cost differential, so apparent in the domestic 
market, is equally or even more telling in other areas of 
the world where goods from both sources are available. 
Its results are obvious: United States and Canadian 
industry is increasingly losing sales to European and 
Japanese competition. 
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' The reasons are also fairly clear. During the years 

when North American industry operated as the over- 
-whelming major supplier in a sellers’ market abroad, 
and with an ever more prosperous market at home, 
attention came to be focused almost exclusively upon 
» production, without always a corresponding emphasis 
on productivity. The resultant cost increases were 
viewed without too much alarm, as it was generally 
_ possible to pass them on to the consumer in the form of 
higher prices. If anyone worried about the possibility of 
- eventual competition from other countries, a glance at 
the evidence for a long time reassured them. Far from 
offering a threat to the United States and Canada in 
world trade, the countries of Europe suffered for years a 
chronic shortage of dollars through their failure to 
export as much to North America as they imported 
from it. 


European Recovery 


The change, when it came, was at first gradual, but 
soon began to gather speed. The slow and painful 
recovery of Europe gave way to an accelerating boom 
that transformed the face of the continent and sent 
industries surging into world markets. European pro- 
ductivity, which had been held down by a combination 
of inertia and shortage of capital, began to rise strongly; 
the rate of increase in output per capita (admittedly 
only a rough measure) in all the major industrial coun- 
tries of Western Europe has apparently exceeded that 
of the United States and Canada since about 1950.! 

This aggressive, low-cost European competition could 
hardly fail to make inroads on a North American indus- 
try that had for so many years been relieved of such 
harsh disciplines. The consequences are too well known 
to require detailed enunciation. Suffice it to say that the 
United States international balance of payments has 
shown a widening deficit and there has been an increas- 
ing outflow of gold, while in Canada the export surplus 
with overseas countries that used to help offset the trade 
deficit with the United States also turned into a deficit 
last year. 


Different Effects on U.S. and Canada 


These problems have been described as common to 
Canada and the United States, but it must be noted 
that they do not by any means affect the two countries 
in the same manner, or to an equal degree. For example, 
the question of competition in overseas markets from 
European and Japanese manufactured goods has a 
somewhat different complexion when examined in the 
Canadian context than when applied to the American, 
as the export of manufactures does not loom nearly so 
large in the economy of Canada as it does in that of the 
United States. But since a substantial proportion of 
Canadian output is exported to the United States, any 
competition that results in a decline in United States 


1 Organization for European Economic Cooperation, General 
Statistics 
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World Trade, by Leading Countries, 1959! 


Exports Imports Total Trade Per 
° cif. Trade Capita 

($US bil.) ($US bil.) ($US bil.) (US $) Ranking 
United States........... 17.6 16.5 34.1 192 12 
United Kingdom......... 9.7 Uibhers 20.9 401 9 
Germany, Federal Republic . 9.8 8.5 18.3 346 10 
CANADA \iaick, cake terion a7 6.2 11.9 682 3 
Francesa sens echaleracs 5.6 5.1 10.7 237 17 
Netherlands............ 3.6 3.9 7.5 665 4 
VODA vanerapnierais atime eae ls 3.5 3.6 7.1 76 — 
Belgium and Luxembourg. . 3.3 3.4 6.7 715 1 


1 Switzerland, although ranking only thirteenth in total volume of trade, ranks second 
(after Belgium-Luxembourg) in trade per capita 


Sources: International Monetary Fund; United Nations; The Conference Board 


business activity will have considerable implications for 
Canada. Thus the problem is seen to be mutual, even 
though it affects the two countries in different ways. 

A more significant distinction arises in the case of 
foreign competition in the domestic market, where the 
higher level of Canadian manufacturing costs (deriving 
from reasons that have been discussed above) causes the 
impact of such competition to be much greater in 
Canada than in the United States. It is at this point 
that the National Policy meets one of its most serious 
current criticisms. The high-wage structure that was an 
inevitable result of the protection of manufacturing 
industry has left that industry extremely vulnerable to 
competition from lower-wage economies. At a time like 
the present, when, as has been noted, productivity rates 
in North America have been advancing less rapidly than 
those overseas, this vulnerability is increased. 

With almost 70% of Canada’s imports coming from 
the United States, it is often suggested that these goods 
rather than those from other, lower-wage, countries are 
providing Canadian manufacturing with its principal 
competition. But this is not necessarily the case, for a 
substantial proportion of the imports from the United 
States are products of a kind not made in Canada or of a 
type complementary to, instead of competitive with, 
Canadian goods. This is largely because of the im- 
portance in the Canadian economy of subsidiaries of 
United States companies, which naturally do not seek 
to export goods to Canada in competition with their own 
branch plants, but rather to supply their Canadian 
facilities with those materials and components that can 
be produced most efficiently in the United States. 

On the other hand, the overseas interests from which 
the remaining 30% of total imports are obtained have, 
on the whole, no operations in Canada and hence no 
inhibitions about competing with Canadian production. 
Certainly at the present time there is no doubt that the 
most intense competition is being felt from overseas— 
especially from Britain, Western Germany, France, 
Japan and Hong Kong—not from the United States. 


Difficulties Peculiar to Canada 


Besides these problems that are suffered by both the 
United States and Canada, even if to differing extents, 
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there appear to be certain additional difficulties that are 
peculiar to Canada alone. Most of them concern the 
scale and direction of the development that has occurred 
in Canadian industry in the past fifteen years. For 
instance, it has been widely remarked that the extent of 
the expansion of productive capacity in some areas of 
the economy does not seem to be justified by present 
demand or by any demand that might reasonably be 
expected to appear in the near future. 

While much of this growth in industrial capacity has 
undoubtedly been forced upon companies by the exi- 
gencies of a competitive environment, some excesses 
have resulted from the prevalence of what appears in 
retrospect to have been a measure of overoptimism 
regarding Canada’s economic prospects. This exag- 
gerated enthusiasm for Canada has at times been most 
pervasive, and appears on occasions to have clouded 
the judgment of even the coolest heads. There is little 
doubt that it led many economists and market-research 
men during the 1950’s to draw their trend lines at angles 
that were somewhat too steep and caused some com- 
pany executives to contemplate with rather too much 
equanimity the likelihood of short-run losses on the 
operation of new plants established to supply a demand 
that was distant and, in some cases, nebulous. 

To say that this optimism was exaggerated is not to 
imply that Canada’s future is not bright. The sug- 
gestion is only that, inevitably, such overoptimism 
could not besustained, and that when the reaction cameit 
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might be more pronounced than was actually warranted. | 
Such indeed appears to have been the pattern of 
events. In the more extreme cases, the former confidence 
in Canada’s future has recently given way to a picture 
of crisis and depression, a disenchantment that has been ~ 
increased by the emergence of a new land of opportunity | 
in the shape of the booming nations of Western Europe, 
which are proving almost as seductive to some investors ~ 
as did Canada a few years earlier. 7 
Yet there is considerable evidence to indicate that 
the most dramatic phase of the European expansion is 
already drawing to a close, suggesting that much of the | 
enthusiasm for that area of the world will also wane in — 
due course. Perhaps by the time that development takes 
place the attitude of these more volatile interests | 
towards Canada will have revived to a level more | 
commensurate with the country’s undoubted promise. — 


Overexpansion 


Having made this point, however, it is still necessary . 
to consider in greater detail some of the ways in which 
the growth of industry took place during the period 
when confidence in Canada’s future was at its peak. j 
One frequent cause of excessive industrial expansion — 
was the rush of United States companies to set up 
manufacturing subsidiaries in Canada. In many indus- 
tries, virtually every major United States producer is 
represented by a Canadian plant, a situation that has ~ 
led to severe overcrowding of a market only one tenth 
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the size of that in the United States. Such a position 
prevailed for several years in the television industry, 
and the reduction to a more reasonable number of 
companies was not achieved without a good deal of 
damage to the losers and some dislocation to the 
economy as a whole. In many durable goods fields the 
overcapacity remains: it is said that one plant (admit- 
tedly the largest) of over a dozen now in existence in a 
certain major appliance industry is adequate to supply 
‘the entire domestic market.! 

While the National Policy cannot be blamed for the 
overenthusiasm for Canada, it can be held responsible 
for the overcrowding of the Canadian market by sub- 
sidiaries of United States companies. As already noted, 
if it had not been for the structure of tariffs on manu- 
factured goods, these companies need never have set up 
plants in Canada in order to sell their goods. Thus, 
here again the virtues of the policy can be called in 
question. 


Conclusion 


The principal problems affecting Canada in the eco- 
nomic sphere should by now be becoming apparent. 
Canada is a relatively small country in terms of pop- 
ulation and consequently does not possess the large 
domestic market that can, generally speaking, itself 
justify the highly capitalized industries employing 
“mass production”’ techniques that make for low unit 
costs. It is extremely rich in certain primary resources 
for which there is a strong demand abroad, and for these 
commodities it has been able to develop export markets, 
thereby augmenting the scale of the operations con- 
cerned and reducing unit costs to levels competitive 
with those of other countries. 

In manufacturing, on the other hand, Canada pos- 
sesses no special advantages and its costs are therefore 
high, not only because of the small size of the market 
but also because labor costs are subject to the “‘lever- 
_ 1 It should be mentioned that many United States branch plants 
in Canada were built on a larger scale than was justified by the size 
of the domestic market alone in the hope that when Britain and other 
Commonwealth countries removed the restrictions they imposed on 
imports from the dollar area, their markets could be supplied from 
the Canadian subsidiary, whose products would have the advantage 
of the “Commonwealth preference” tariff system. Ironically, by the 
time these restrictions on dollar imports were relaxed, as late as 1958 
and 1959, many United States companies had already established 
subsidiaries in Britain, Australia and other areas of the Common- 


wealth, so that the capacity prepared in Canada for this purpose 
became superfluous 
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age’ of wage and salary levels in the primary industries. 
Nevertheless, it has been decided, for various reasons, 
that it is in the country’s interest to have a secondary 
manufacturing complex, and such industries have been 
provided with the protection of import tariffs. This 
decision, although not precisely determined at any one 
particular time, received its clearest statement in the 
so-called National Policy of 1879, which remains the 
basis of Canadian economic policy today. 

The National Policy has, however, turned out to 
have a number of drawbacks. It appears to force upon 
Canada a rate of economic growth that, whatever its 
other advantages, makes virtually certain the increasing 
influx of foreign capital, a development that may lead 
to balance-of-payments difficulties (see previous ar- 
ticle). Moreover, by encouraging foreign companies 
wishing to enter the Canadian market to establish 
subsidiary plants in Canada in order to avoid the 
tariff, the National Policy undoubtedly facilitates the 
control of industry by foreign interests. 

At the same time, the policy cannot provide domestic 
manufacturing with wholly effective protection for fear 
of inviting retaliation from other countries and thus 
endangering the export industries. There is some sug- 
gestion that it permits a proliferation of industrial 
activities that is not entirely suitable to Canadian 
conditions. And its failure to close the gap between 
Canadian and foreign costs has become increasingly 
apparent in recent years with the return of the principal 
countries of Europe, as well as Japan, into world mar- 
kets. 

In the face of these factors, Canadians have been 
prompted to reassess the National Policy, and to 
consider what alternative economic policies might be 
more suitable to their country in the present circum- 
stances. They have debated the merits of the abandon- 
ment of tariffs and a return to unfettered free trade, 
and the opposite possibility of greatly increased import 
restrictions and a policy of economic isolationism. They 
have discussed the possibility of forming a free trade 
area with the United States, or with the United King- 
dom; with the countries of Western Europe as a whole, 
or with various other groups of nations. They have 
considered some form of “partial free trade”? with the 
United States or with other countries, and they have 
contemplated the reformation of their economy from 
its present relatively diversified nature into a more 
highly specialized organism, concentrating its pro- 
duction into a small number of activities in which it 
has a particular advantage. 

The next article in this series will assess some of these 
alternatives as a basis for a new economic policy more 
in keeping with present circumstances than the National 
Policy apparently now is, yet no less favorable to the 
long-term aspirations of the Canadian people than that 
policy was intended to be. 

Roy A. MarrHews 
Canadian Office 


Monthly Survey of Business 


Opinion and Experience 


Executives See 
No Further Decline, 
Marked Upturn Ahead 


| CURRENT business adjustment has adversely 
affected a majority of the 184 manufacturing companies 
participating in this month’s survey of business opinion 
and experience. But almost three out of four of the 
firms whose new orders have been depressed believe that 
the rate of incoming business will not go any lower. 
Furthermore, over half of the companies affected by 
the downturn in business either predict a marked up- 
turn in their new orders before the middle of the year, 
or, in some cases, report that such an upturn has already 
taken place. 


OCTOBER PERFORMANCE 


New orders in October, 1960, were lower than in the 
same month a year earlier for 61% of the responding 
firms. Another 32% indicate that their new orders were 
hfgher than in October, 1959, while order volume for 
the remaining 7% was unchanged. The comparison 
with new orders in October, 1958, was virtually a stand- 
off, with 48% reporting a decline, 47% an increase, and 
5% no change. As some executives point out, the 1959 
order volume in many cases was affected by the steel 
strike; in addition, October, 1960, contained one less 
working day than October, 1959, and two less than 
October, 1958. 

Respondents in the steel and hardware industries 
were almost unanimous in reporting a significant decline 
in new orders from those of the previous October. New 
orders were also lagging behind year-ago totals for a 
majority of the producers of metalworking machinery, 
specialized industrial machinery, nonferrous metals, 
and textile-mill products. On the other hand, new orders 
were higher than in October, 1959, for most responding 
companies in the construction materials, chemicals, 
and food industries. 

Some participants whose new-order rate is holding 
firm or even rising report that their profits are never- 
theless declining. The president of a tool company, 
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for example, states: “New orders are continuing at a 
satisfactory rate, but the higher cost of obtaining 
business has had an adverse effect on our earnings.” 
Similarly, a chemical company spokesman says: “Our 
business has been affected by the current economy to 
the degree that we are selling more units and earning 
less.” 

About half of the responding companies report a 
decrease in October dollar billings, as compared with 
the previous October. For a somewhat smaller number 
(43%), billings increased. However, billings exceeded 
their October, 1958, value for 60% of the firms. 


TIMING THE LOW 


Over half of the participating executives believe that 
the bottom in new orders has already been reached for 
their firms. While some of these respondents place the 
low point as early as the second or third quarter of 
1960, the fourth quarter is most frequently mentioned. 
The low point in new-order receipts has already passed, }- 
in the opinion of most respondents in the construction ~ 
materials, petroleum refining, general industrial machin- — 
ery, iron and steel foundries, and metalworking machin- 
ery industries. 7 

Another 14% of the survey participants expect their | 
incoming orders to reach the lowest point during the — 
first quarter of 1961. In only a few cases is the low © 
expected to occur as late as the second or third quarter 
of the year. The remaining 30% of the companies — 
surveyed state that their new-orders levels have not i 
been affected by the general downturn of business. — 
Such is the case for a majority of the firms in the food - 
and inorganic chemical industries. On the other hand, ~ 
a few companies whose orders have not fallen off 
indicate that in point of fact they are not yet fully 
recovered from the effects of a previous recession. One~ 
of these firms is a producer of metalworking machinery 
whose executive vice-president states: “Our business— 
has been in a depressed condition since 1957, with total 
orders in 1960 being about the same as for 1959.”- 


} 
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Changes in New Orders 


October, 1960, vs. October, 1960, vs. ‘6 
October, 1959 October, 1958 

Number of Number of Bly 

Companies Per Cent Companies Per Cent — 

ROIS 
Higher by 30% or more..... z 5.0 8 6.2 4! 

20% to 29.9% higher...... 4 2.8 8 6.2 fF 

10% to 19.9% higher...... 10 Fal 17 13.1 3 
0.1% to 9.9% higher....... 14 99 18 13.8 GaP: 
Higher by unspecified amount. 10 7.1 10 7.7 9d 
Unchanged ci a, dadnaside at: 10 7.1 6 4.6 he 
oe at 
Lower by unspecified amount. . 12 8.5 10 Uh ty 
0.1% to 9.9% lower....... ae Were 18 13.8 
10% to 19.9% lower....... 14 9.9 18 13.8 9 
20% to 29.9% lower....... 19 13.5 9 69 Fe 
Lower by 30% or more..... 16 DiS 8 6.23 hy 
Toll Sots hcg cta hee, 141 100 130 100 t 


Changes in Dollar Billings 


October, 1960, vs. October, 1960, vs. 


October, 1959 October, 1958 
Number of Number of 

Companies Per Cent Companies Per Cent 
|Higher by 30% or more..... 8 4.9 20 12.8 
|20% to 29.9% higher...... 8 4.9 13 8.3 
10% to 19.9% higher...... 17 10.4 20 12.8 
10.1% to 9.9% higher....... 24 14.7 26 16.7 
Higher by unspecified amount. 13 8.0 15 9.6 
Wrchanged......2....+-.- 10 6.1 6 3.8 
\Lower by unspecified amount. . 10 6.1 Tf 4.5 
0.1% to 9.9% lower....... 27 16.6 17 10.9 
(10% to 19.9% lower....... 21 12.9 14 9.0 
120% to 29.9% lower....... 19 11.7 12 7.7 
jLower by 30% or more..... 6 3.7 6 3.8 

GET: 2. SR Area ae eee 163 100 156 100 


Estimated Low Point in New Orders 


Occurrence of Low Point Companies Reporting 


Number Per Cent 
meecona quarter, 1960 . oo. sce es oe we el 2 1.4 
TMOLGUCTICL ATG OO ee ces tas wesc hes eee tie wae 11 Tal 
moertniquarter, UPG6Oi sei. cies sida a a le sce gene sialic 30 21.0 
ReAlneady reached’)... os ok ai et eee oe nie 28 19.6 
mst qUuarter, WV9O) sin. cs se be sales deiealdca wees 20 14.0 
BELONG GUaTIOn: PIOD asi... Gcciae eb an sh ee cee mos 5 3.5 
EECGUOTTERY V9O Tc.) hore.s ai wee ole os Adioee a cums BBs es 4 2.8 
Not affected by current adjustment.............. 43 30.1 
TOUGH achat, 8 Gp tae) eRe ern reece ea 143 100 


Estimated “Marked Upturn”’ in New Orders 


Companies Reporting 


Occurrence of Upturn ‘umber PartCsnt 


Eriracicly improved (fa-. jcts = scala shssinte os bis sea d 32> 9 6.2 
MA STEAUGTIO REN GO Ne eile Bese raieh a cxateee ees ae fh even ehea 20 13.9 
Second quarter, 1961....... ey Me hwsas lami e Vaile. 28 19.4 
RCUGHTON ES OW eos, dhacis cjacsue's classe baer 16 11.1 
Bonriniquartern LOG Lk... ccs ede Saal eee ees 3 2.1 
mesecond halt O61. Wis ae ee ook ashen suet arate 8 5.6 
MEETING Ol wes tr teenies vinings Gay Park Ge Ginhaysve 1 0.7 
ORES TV s ohoualo, 9 3 UA a ee eae ee 4 2.8 
“Gradual”’ rather than ‘‘marked”’ upturn expected. . . 12 8.3 
Not affected by current adjustment.............. A3 29.9 

MOR a apsiseia cues Peres nerdy ticurusisyes seers Ga 144 100 


Some companies say that they are experiencing 
difficulty in determining the bottom for new orders 
because of the wide diversification of their products 
and markets. For example, the vice-president of one 
company comments: “We believe that some portions 
of our business have already reached the bottom and 
are starting to pick up. On the other hand, October 
showed other segments which were just starting to 
drop.” In a similar vein, the president of a chemical 
company observes: “We sell to a great number of 
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industries, and each one seems to be bottoming at a 
different time.” 


EXPECTING THE UPTURN 


One third of the companies surveyed anticipate a 
marked upturn ‘in their new orders during the first half 
of this year, while nearly 19% expect such an upturn in 
the second half. In many cases, respondents believe 
that their new-orders rate will remain depressed for a 
few months before a significant upturn occurs. 

For example, the controller of a steel company 
reports: “We feel that we have already reached bottom, 
and will continue along this low plane until some time 
around: the end of the second quarter.’’ And the presi- 
dent of a metalworking machinery company states: 
“It appears to us in the capital equipment game that 
bottoms are often long and flat. I do not believe that 
business could conceivably go any lower than it is 
right now, but I expect that it will probably continue at 
this level for as much as six more months.” 

A significant improvement in the rate of incoming 
business has already been noted by about 6% of the 
firms. Another 8% foresee a “slight” or “gradual” 
advance rather than a marked upturn. The chairman 
of the board of one steel company, for example, makes 
this comment: 


‘‘Normally, there would be a marked upturn in steel orders 
when inventories have been finally liquidated. But, in this 
instance, the readjustment in steel seems fo be timed ahead of 
the general business readjustment, and it is quite possible that 
deterioration in general business activity in the metalworking 
industry may muffle the marked upturn that would normally occur 
in steel orders if the situation were better synchronized. That is 
why we, at the moment, forecast a gradual improvement.’ 


A few of the respondents (3% of the total) foresee no 
significant improvement in new orders this year because 
of special conditions in their companies or industries. 
For example, the president of a specialized industrial 
machinery company states: ““We manufacture for the 
drilling and production branch of the oil business and 
believe that it will be several years before there is any 
upturn.” The remaining 30% were those whose busi- 
ness was not adversely affected in 1960. 

Some participating executives consider the current 
adjustment to be the result of an imbalance in inven- 
tories and base their predictions of an upturn on the 
probable timing of the end of inventory liquidation. 
A machinery company executive makes this statement: 
“Since we believe this drop-off to be primarily an 
inventory correction, it is our feeling that it should be 
completed by the first of the year; and then we should 
see a return to more normal orders.” 


DEFENSIVE MEASURES 


Most of the participating companies have been 
making a special effort recently to counteract the 
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effects of a decline in business and to protect their 
earnings. Cost cutting is the measure most often used 
by respondents to accomplish these purposes. While a 
number of companies simply report that they are gen- 
erally “economizing in every way possible,” many 
others are concentrating on specific economy measures. 


Increasing Efficiency 


More companies report that they are attempting to 
reduce costs by increasing efficiency than by any other 
means. Such firms often indicate that they are making 
greater use of automation, mechanization, modern- 
ization, and simplified procedures. In this connection, 
the president of an electrical industrial equipment 
company states: ‘““The principal measure our company 
has taken to counter a decline in business has been to 
establish standards for all operations in the plant, 
which has resulted in a considerable reduction in cost.” 
Similarly, other companies are taking steps to improve 
the utilization of materials and to increase the produc- 
tivity of their employees. 


Reducing Payrolls 


The second most common means of cutting costs 
reported by survey participants is the reduction of 
payroll expenses. In most cases, companies setting out 
to reduce the number of their employees are simply 
“taking advantage of the natural turnover.” Others are 
lowering their labor costs by the elimination of over- 
time, reduction of normal working hours, or by arrang- 
ing early retirements. Only a few companies have 
resorted to direct layoffs of hourly employees by 
“eliminating marginal people” or by adjusting the 


working force to existing production requirements. 


Reducing Inventory Investment 


Sofne executives report that their companies have 
been able to trim current costs by reducing inventories. 
Commenting on a recent 30% cut in his company’s 
inventories, the president of a metalworking machinery 
company explains: “This was possible because deliveries 
from our own suppliers are prompt enough now so that 
we can take advantage of their situation as well as 
ours.” 


Other Economy Measures 


As a result of the recent downturn in business, some 
firms are planning to reduce or defer their expenditures 
for capital equipment. The president of one company, 
whose sales of heavy equipment have been affected by 
such curtailments of capital spending, observes that 
“there is a big field for the replacement of equipment 
because of obsolescence, but the profit squeeze on 
companies does not permit the freedom for the purchase 
of new equipment that there has been in the past.” 

In a few cases, companies report that they are reduc- 
ing expenses by spending less for advertising and sales 
promotion. A few others are postponing long-range 


research projects and eliminating any short-range 
program that is not expected to bring an immediate 
return. 

Several of the executives surveyed say that any 
attempt by their companies to increase earnings by 
raising prices or to stimulate sales volume by reducing 
prices would be unworkable because, as one of them 
phrases it, ‘“‘prices are pretty well determined by the 
industry.” Referring to his company’s pricing situation, 
the sales vice-president of an industrial machinery firm 
makes this observation: 


'"A traditional step that is sometimes considered by corpora- 
tions in order to offset a decline in business is to reduce prices 
in the hope of stimulating additional sales. Unfortunately, this 
cannot be considered because the price structure is already 
under such pressure that it does nof return adequate or normal 
profits. Therefore, we have no alternative but to follow the 


conventional approach, such as a rigid reduction of our manu-— 


facturing costs, a judicious control of inventories, protection of 


our cash balance and the liquidity of our company, renewed | 
emphasis upon control of accounts receivable, an avoidance of 


credit losses, etc. Above all, we are finding it necessary to place 
extraordinary emphasis upon vigorous sales and marketing 
policies. '' 


STRONGER SALES PUSH 


Aggressive selling is a primary defensive weapon fora | 
large number of reporting firms whose new-order volume _ 
has declined. As one executive puts it, “we intend to 


sell our way to a higher level of operations.” Some 


companies that have established cost-cutting programs — 
are making certain that these programs do not hamper — 


their sales effort. The president of one such company 
says: ““We are cutting our overhead to the bone in all 
areas with the exception of sales, and we are increasing 
the tempo of our sales activity.” 

In an attempt to raise the level of sales and earnings, 
many companies report that they are emphasizing their 
more profitable items, employing better selling methods, 
and launching intensified advertising campaigns. A 


foundry vice-president describes his company’s success 


with such an approach as follows: 


"In order to combat a reduction in business, we have — 
embarked on an increased and more aggressive sales promo- = 
tional program, with increased advertising, direct mail cam- ~ 
paigns, and personal sales calls by sales engineers and executive 3 
personnel. We think that this has paid off and feel that we have 


not slipped as far as the great bulk of our foundry competitors. 


Furthermore, the number of customers on our books is now at 


an all-time high."' 


RELIANCE ON NEW PRODUCTS 


Many of the companies surveyed are counting on the ~ 


introduction of new products to counter the downward 


BUSINESS RECORD 
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DEFENSIVE ACTION TAKEN BY TWO 
COMPANIES IN THE FACE OF 
DECLINING BUSINESS 


We are curtailing unnecessary promotional or other 
expenses which will not return immediate earnings. We 
are also curtailing many extracurricular activities. 


We are, however, completing the expansion program 
which we started some eighteen months ago and which 
will be completed in another three months, with some 
minor modifications and economies which perhaps would 
not otherwise have been effected. 


We determined some time ago that we would curtail 
institutional advertising and long-range research, both 
of which will not be reinstated until our earnings pick up. 
Coincidental with making this decision, it was determined 
that, although we would take every possible economy 
in administration and general expenses, we would make 
no. curtailment in direct selling efforts on present prod- 
ucts, since we feel we need orders and we do not get 
orders without selling efforts. 


It was also determined that we would continue, and 
to some extent expand, our engineering efforts on 
developing new and salable products for which we felt 
there would be a prompt demand. We also decided that 
we would continue full-speed engineering efforts to 
improve present products to render them more accept- 
able to our customers, and to decrease service, repairs, 
maintenance, and so forth on our present products. We 
also decided to continue and slightly increase our efforts 
in the engineering department in simplification of design 
of present products to reduce costs. 

In our sales department, we are changing distributors 
in some cases and otherwise strengthening our outlets. 
At the same time, we are asking our regional sales 
managers to put greater emphasis on prospects for 
immediate sales through their distributors. We are trying 
to make more calls and make them count to a greater 
extent; at the same time, we have asked our people to 
decrease the amount of entertainment and. other non- 
essential expenses. ; 

We are also emphasizing our export and foreign 
business to a greater extent, and our international divi- 
sion manager is doing more traveling than heretofore. 


A SPECIALIZED INDUSTRIAL MACHINERY FIRM 
8 
We have taken the following action: 


1. Division managers and staff department heads have 
been requested to reduce personnel in both the factory 
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and the office. This has been accomplished through 
normal attrition by not replacing certain employees, 
direct layoff, and shorter workweek. The ‘otal company 
employment has been reduced by 228 since January 31, 
1960. As a point of control, the controller's department 
has been requested to approve all hiring and replace- 
ment of employees for the selling and administrative 
departments. 


2. Outside professional fees and services have been 
reduced. To date, we have been able to reduce the 
accounting audit fee by approximately $3,000. 


3. All supervisors have been requested to concentrate 
their efforts on reducing local and toll telephone calls. 


4. We have held several supervisory meetings in 
which we have promoted profit improvement. At the 
same time, we have informed our people as to our pres- 
ent business conditions. 


5. We continue to stress profit improvement through 
the efforts of our cost control committee. 


6. Direct action has been taken to reduce certain 
sales promotion and advertising expenses. 


7. We have postponed or eliminated certain engi- 
neering projects that do not directly affect long-term 
planning. 

8. We are stressing better utilization and purchasing 
of supplies. 


9. We are reducing overtime. 


10. We have eliminated part-time help during vaca- 
tion period by doubling up duties. 

11. We are reporting, controlling, motivating cost 
control through bimonthly operating committee meetings 
in areas of inventory control, reduction of personnel, 
and departmental expenses. Also, we are working 
directly with division managers and division controllers 
on an individual basis. 

12. We are reducing the number of reports now 
being circulated. 

13. We are reducing travel and entertainment ex- 
penses wherever possible. 

14. We have increased feeds and speeds of machines 
in factory operations through improved methods of 
manufacturing. 

15. We have installed automated equipment in pro- 
duction departments to reduce direct labor-unit costs. 
This also applies to material handling operations in our 
factory. 

16. We are reducing the cost of materials and com- 
ponents through value analyses techniques. 

A GENERAL INDUSTRIAL MACHINERY FIRM 
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trend of sales. In the aircraft industry, for example, 
one company is “trying to offset the slow-up in sales by 
introducing two new models early in the year and a 
modification to an existing model late in the year.” 
And an instrument manufacturer reports: “We have 
five new products which we are introducing and push- 
ing. We anticipate that this will have a turn-around 
effect in our total orders.” 

Some firms that have not been affected by the recent 
downturn report that they are relying on product 
innovation to prevent a decline. In one such case, the 
sales vice-president of a communications equipment 
company states: ‘Business is not declining; and we 
hope to forestall any such possibility through new 
designs.” A petroleum company executive expresses a 
similar idea: “Our research program has paid off over 
the years in new products and new methods of con- 
verting raw materials. With us this is a continuing 
program and not something activated sporadically to 
counteract reverse trends. However, it has served that 
purpose very well in addition to providing a basis for 
steady growth.” 

Although they are cutting costs in many areas, some 
manufacturers describe plans to spend more on new- 
product development. One chemical company antici- 
pates ‘‘an increase in research expenditures to provide 
new products and a drive to reduce any unnecessary 
costs in all areas.”’ In another case, a steel company 
intends to increase its outlays for research and develop- 
ment in the face of an austerity program involving 
layoffs, reduced hours, decreased advertising, and a 
slowing down of capital expenditures. 


OTHER COUNTERMEASURES 


A few firms report that recent organizational changes 
have helped to strengthen their position. One leather 
preducts company, for instance, attributes a recent 
increase in its new orders to having completely re- 
organized its marketing and selling division, as the 
result of an extensive market survey. An occasional 
firm is counting on diversification or acquisition to 
broaden its product lines or markets. In one instance, 
the president of an instruments company says: “We 
are stepping up our activities in the line of general 
acquisition of other companies that would fit very 
closely to our business and augment our existing 
markets.” 


PERMANENT PROGRAMS 


Many respondents note that they have continuing 
programs, in good times and bad, to minimize possible 
sales declines and to protect company earnings. Some 
firms that have fared well in recent months attribute 
their successful performance to the effectiveness of 
such programs. A textile firm president sums up his 
attitude toward defensive measures as follows: 


"'The onset of a recession always sharpens the scrutiny of 
operating methods, but we believe that in actual fact, the 


measures that can be taken to offset a minor decline in business 
are the measures that should be continuously in effect, regardless 
of the position of the business cycle. Careful control of stocks o 
manufactured goods is one example. Another is a program fo 
new-product development, which should be active at all times. 
It may happen to yield a result that is useful in counteracting a 
recession, but this is not the reason for conducting it. We have 
some doubts, in fact, whether there are any mecsures that are 
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effective in short-term business adjustments that are not equally 
desirable as part of any organization's regular procedure.’ 


ROLE OF THE FEDERAL GOVERNMENT 


The Federal Government should let private business 
work its own way out of current economic difficulties, 
in the opinion of a majority of the reporting executives. 
In the words of one respondent, “‘business and the whole 
economy is strengthened most by using its own efforts 
to solve the problems inherent in competitive economi¢e 
systems.” 

Many participants say they are opposed to govern- 
ment intervention at any time, but some oppose it 
only now because they believe the present business 
adjustment to be mild and of short duration. The latter © 
view is held by an officer of a rubber company, who | 
comments: “We do not feel that the current lag in 
business is serious enough to warrant any specific 
governmental action. If any action is taken at this 
time, the subsequent recovery would be pushed to 
artificially high levels requiring a greater correction im 
later periods.” 

While a large number of participants contend that 
the government should maintain a “hands-off” atti- 
tude toward business, many of them nevertheless be- — 
lieve that it is within the proper role of government to | 
aid the economy indirectly by exercising appropriate 
fiscal and monetary policy. 
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Tax Reform 


One remedy for the current business lag favored by 
many executives is governmental reform of tax laws. > 
Such respondents most frequently recommend that 
depreciation rules be liberalized. They believe that this | 
action would stimulate expansion and modernization — 
by encouraging capital formation for investment in - 
better plants and equipment. A common complaint of 
respondents is that present rules do not take into ac- © 
count the increased costs of replacement. Several other 
executives recommend that the government stimulate 
business by reducing both personal and corporate taxes. 
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Monetary Measures 


Another frequent suggestion is that the Federal Re-— 
serve Board undertake prompt measures to combat the 
decline in business. A few respondents who condone | 
monetary action by the government to help business — 
in times of trouble believe that recent Federal Reserve — 
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ction has been sufficient. But a much larger number 
express the belief that further steps should be taken to 
ake more credit available, lower the rediscount rate, 
and increase the money supply. A few executives advo- 
cate the stimulation of construction activity by in- 
creasing VA and FHA interest ceilings, reducing down 
ayments on homes, and extending FHA terms to 
second-hand houses. 


Psychological Remedies 


According to several executives surveyed, the role of 
he government in stemming the downturn of business 
should be mainly psychological. In the opinion of such 
respondents, the government can best aid business by 
encouraging free competition, providing a favorable 
business climate, balancing the budget, keeping the 
dollar sound to instil confidence, and strengthening the 
economy rather than restricting it with regulations and 
interference. 


Government Spending 


A smaller, but sizable, group of respondents (more than 
10% of the total) thinks that government spending 
should be used to help restore the health of the economy. 
Most of these executives do not call for an absolute 
increase in public outlays, but propose instead that the 
government accelerate the release of funds that have 
already been approved for defense, highway construc- 
tion, and other programs. Others specifically caution 
against governmental measures that might involve 
“pump-priming”’ or ‘“‘wild spending sprees.” 


Foreign Competition Considerations 


The recommendations of a few survey cooperators are 
concerned with ways in which the government might 
increase domestic trade and alleviate the effects of 
foreign competition. Some suggest that the government 
induce other countries to remove their trade barriers. 
Others urge that additional tariff protection be given to 
producers in this country who have been hurt by foreign 
competition. Still others propose that the government 
make more of its purchases at home rather than over- 
seas. Commenting on this point, one executive says: 
“We feel that the government could adopt a policy of 
buying American products—not only in this country 
but in all foreign countries where the United States 
dollar is being spent.” 


WATCHFUL WAITING 


The advisability of extreme governmental action at 
this time is questioned by most of the executives 
surveyed. Typical is the view of the spokesman for one 

machinery company, who states: 


‘The Federal Government's role in the current rolling read- 
justment should be one primarily of watchful waiting We. must 
expect these adjustments and, provided their severity is not worse 
than that experienced in the other postwar recessions, the 
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Federal Government should do no more than it has done in those 
periods. This has encompassed the Federal Reserve's actions in 
loosening credit, a modest increase (perhaps through resched- 
uling) in federal spending on public works, and modification of 
government loan insurance provisions to spur home construction. 
The government should attempt, in effect, to ‘lean against’ the 
business cycle irrespective of which direction it is moving, but 
massive or extreme federal action should not be undertaken 
unless the recession becomes far more severe than we have seen 
in recent years or expect this time. 


JeRomME M. MinxkIN 
G. CLark THOMPSON 
Division of Business Practices 


Business Bookshelf 


Metropolitan Chicago—An economic analysis of the second 
largest metropolitan area in the United States utilizing 
specially prepared data on population, labor force, output, 
income and savings. By Ezra Solomon and Zarko G. Bilbija. 
The Free Press, Glencoe, Illinois, 1959, 20 pages, $7.50. 


Europe’s Coal and Steel Community—An economic analysis of 
the European Coal and Steel Community, forerunner of 
the Common Market. By Louis Lister. Twentieth Century 
Fund, New York, New York, 1960, 495 pages. $8.00. 


The Canadian Economy: Prospect and Retrospect—Based on a 
study carried out for the Canadian Pacific Railway Com- 
pany, this volume presents an assessment of the economic 
outlook for Canada for the period ending in 1970. The 
work was undertaken concurrently with the more ex- 
haustive investigations of the Royal Commission on 
Canada’s Economic Prospects, but its predictions were 
made independently and in some cases differ substantially 
from those of the commission. By Richard E. Caves and 
Richard H. Holton. Harvard University Press, Cambridge, 
Massachusetts, 1959, 676 pages. $10.00. 


Studies of the Central Business District and Urban Freeway 

Development—The authors examine the structure of the 
central business district and seek to evaluate its change in 
relation to urban highway networks. By Edgar M. Horwood 
and Ronald R. Boyce. University of Washington Press, 
Seattle, Washington, 1959, 184 pages. $5.00. 


Taxation in Sweden—The latest in a series of studies on the 
tax systems of individual nations, this volume contains 
detailed description of the current tax system in Sweden. 
The text is useful to those engaged in comparative tax 
research as well as tax practitioners concerned with special 
features of tax systems abroad. By Martin Norr, Frank 
J. Duffy and Harry Sterner. Little, Brown and Company, 
Boston, Massachusetts, 1959, 723 pages. $17.50. 


The Consumer Finance Industry in a Dynamic Economy—The rec- 
ord and problems of consumer finance companies during 
World War II and subsequently. By Carl A. Dauten. 
American Investment Company of Illinois, St. Louis, 
Missouri, 1959, 108 pages. Free. 


Metropolitanization of the United States—The author forecasts 
the growth of urban areas in the United States and offers 
solutions to the problems posed by this expansion. By 
Jerome Pickard. Research Monograph 2, Urban Land In- 
stitute, Washington, D. C., 1959, 95 pages. $4.00. 


Metalworking Approvals Down from 1959 Levels 


100 
PERCENTAGE CHANGES © 


50 


-l00 


© Percentage changes in metalworking appropriations in quarters from 1958 to 1960 relative to approvals in the same quarters of preceding years 
“ Percentage of all divisions or companies reporting increases in appropriations over similar quarter a year earlier 
Based upon capital appropriations reported by 715 divisions or companies in thirty-eight separate metalworking industries 


Source: The Conference Board 


Metalworking Appropriations Drift Lower 
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ARs METALWORKING industries! authorized less for 
capital spending in the third quarter of 1960 than a 
year earlier. This was the third successive year-to-year 
cut and the largest in an exceedingly moderate decline 
from the highs reached in 1959. 

During the first nine months of 1960, metalworking 
approvals totaled more than $2.7 billion. This sum was 
about a fourth under the mark of almost $3.7 billion 
set aside in the first nine months of 1959. However, it 
was still more than one half greater than the amounts 
earmarked in the comparable period of 1958, when in- 
vestment plans were most curtailed because of the 

1 Metalworking is defined in this survey to include these major 
industrial categories: metal furniture, primary metals, fabricated 
metal products, machinery (except electrical), electrical machinery 
and equipment, transportation equipment, and instruments and 
related products. The survey excludes metalworking industries in 
ordnance, for reasons of national security, and miscellaneous metal 
manufacturing industries, because they are a minor part of the total 


and typically comprise small companies for which capital budgets are 
lacking 
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73 


EXTENT OF 
DIVISIONAL 


1960 


impact of adverse conditions during the last business © 
recession. The $900-million reduction from the 1959 - 
appropriations level that occurred in the first three — 
quarters would have had to proceed another $900 mil- | 
lion before the 1960 sums matched those during the 
similar period of 1958. ; 

The letup in metalworking appropriations thus far in_ 
1960 should also be compared with the cutback of 
almost one half made between January—-September of | 
1957 and the same period of 1958. The rate of decline in- 
1960 was only half as great as then, with only slight ° 
acceleration yet apparent. 4 


This is the tenth in a regular series of quarterly - 
articles on trends in capital appropriations newly 
authorized for expenditure in the metalworking indus- § 
tries. This survey is sponsored by Iron Age magazine, | 
and furnishes detailed information on approved capital - 
spending projects among a group of manufacturing 
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industries—capital goods and consumer durables—that 
are most sensitive to changes in general business 
onditions.! 


The cutback in metalworking approvals during the 
third quarter of 1960 came to approximately one third. 
This decline compares with one of under three tenths in 
the second quarter and with a first-quarter reduction of 

little more than two tenths. Thus, although metal- 
working apparently curtailed its investment programs 
more and more in each succeeding three-month period, 
the downward movement was remarkably gradual, con- 
sidering the typical vulnerability of this group of indus- 
tries to pauses in business. 


INDUSTRY TRENDS 


In the third quarter, five of the seven major metal- 
working categories—primary metals, fabricated metal 
products, nonelectrical machinery, electrical machinery, 
and transportation equipment—authorized less than a 
year earlier. 

Only the instrument and metal furniture industries 
raised approvals above the third quarter of 1959. In 
both instances, however, the year-ago comparison may 
be misleading, since the volume of funds set aside for 
expenditure during the third quarter of 1959 was 
greatly reduced. (This was the period when the strike 
shutdown in the steel industry generally had its harshest 
impact.) In addition, since neither of these categories 
contributes heavily toward the total volume of metal- 
working appropriations, their year-to-year increases in 
the third quarter did not serve materially to lessen the 
over-all rate of decline. 

The cutbacks were greater in the third quarter than 

1 The Conference Board Business Record for December, 1958, con- 
tained the initial report on metalworking capital appropriations and 


explained the survey’s methods and limitations. Reprints of all reports 
in this series are available on request 
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in the second in all of the other metalworking groups 
except transportation equipment. Its authorizations 
virtually matched the year-earlier sum. In contrast, 
transportation equipment approvals during the second 
quarter of 1960 were almost 50% below those a year 
earlier. 

Except in the instrument manufacturing industries, 
appropriation declines during the first three quarters of 
1960 caused the nine-month sums to fall below those of 
1959. The increase in instrument approvals was more 
than $5 million, or about 14%. The smallest setback in 
terms of percentage changes occurred in fabricated 
metal products. Its loss was only 5%, caused by almost 
#6-million less in appropriated funds. 

The year-to-year cutbacks in the industries other 
than instruments and fabricated metal products ranged 
from a low of one sixth (transportation equipment) to 
a high of more than two fifths (metal furniture). In 
primary metals the nine-month reduction was about 
three eighths, owing to the sharply lower appropriation 
volumes in the first and third quarters. 

Sizable second- and third-quarter decreases caused 
electrical and nonelectrical machinery appropriations 
for the first nine months of 1960 to be about a fourth 
less than in 1959. In both groups, as in fabricated metal 
products and transportation equipment, the year-to- 
year percentage comparisons turned from plus to minus 
in the second quarter of 1960. Total metalworking 
approvals had turned from advance to decline in the 
first quarter, owing specifically to sharp cuts by the 
basic iron and steel industry and by some nonferrous 
metal groups. 


SEASONAL TRENDS 


Year-to-year percentage comparisons tend to obscure 
the fact that trends in metalworking appropriations, 
like many other business indexes, are susceptible each 
year to varying seasonal ups and downs. As a result, 


Table 1: Capital Appropriations in Metalworking, 1959 to 1960 


Money figures in millions of dollars 


Capital Appropriations Approved During: 
1959: 


Percentage Changes: 


1960: 9 Months 

Industry ll 1960 Il 1959 1959 to 

SIC | ll Ul IV | i Wl to to 9 Months 
Code Ill 1960 Ill 1960 1960 

Metal FUrNITULE . .62.-) sie s5 213 se sie enane 25 1.6 Woe 1.6 js) 1.6 Poff 3.0 +10 +82 —42 
MERIT CY LORS) clears ake ais ey Saye ie 33 544.2 252.1 WAGES 379.0 265.1 229.9 109.4 — 52 Saar, —38 
Fabricated metal products............ 34 44.3 37.1 40.8 69.5 54.2 32.8 29.4 = 10 —28 — 5 
Machinery (except electrical).......... 35 142.9 107.9 126.9 129.4 147.9 61.5 69.7 +13 —45 —26 
‘Electrical machinery and equipment...... 36 62.7 95:7 120.2 74.0 91.0 66.8 48.3 —28 —60 —26 
Transportation equipment............- 37 168.2 235.1 167.9 157.7 191.4 125.6 161.9 29 — 4 —16 
BTStrUMONIS,fOtCe ich. 2S sce eno a 38 15.4 14.8 8.1 10.9 16.1 13.4 14.2 aR +76 a4 
Total reported in metalworking)... . . DTG 2 EWN? 644.7 822.1 767.4 532.7 435.9 —13 — 32 —27 
Total estimated metalworking?....... 1,470 1,170 1,010 1,340 1,210 840 660 — 22 SY) —26 


Based upon returns from 481 companies reporting 715 separate industry groups 

1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 

2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 
Source: The Conference Board 
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these comparisons may understate or overstate the true 
extent of gains and losses. 

With a longer run of metalworking survey data it 
will be possible to even out these seasonal changes. In 
the meantime, however, their broad outlines can be 
traced and compared over a four-year span, thus refin- 
ing the indications furnished by the year-to-year results 
discussed previously. For this purpose the brief table 
below shows the percentage changes in metalworking 
appropriations from the second to third quarters during 
the latest four years: 


Second Quarter to Third Quarter: 


1957 1958 1959 1960 
TOTAL METALWORKING!... —53 +23 —16 —18 
Hatin ainenelSeraon asm oe ek Oe Oi. | ay aoe 
Fabricated metal products.... —11] .+30 +10 —10 
Machinery (except electrical). —63 — 3 +18 +13 
Electrical machinery......... ee Oy 1 eon ee 
Transportation equipment..... —44 — 8 -2 +29 
Instruments. 2. Sn ce ee 268 45 5 


1|ncludes metal furniture, SIC 25, not shown separately 


From the second to the third quarter of 1960, total 
metalworking approvals declined by 18%, just a shade 
more than in 1959, when the momentum of the recent 
upswing was slowing down. Since the second-to-third- 
quarter change last year was affected adversely by the 
steel strike, the lack of significant difference between the 
comparisons in 1959 and 1960 should not be construed 
by itself to indicate an underlying expansionary trend 
in the more recent year. 

However, since the basic iron and steel industry itself 
bore the major brunt of the strike, comparisons for the 
other metalworking industries as a group will better 
show the extent to which they have weathered the 
storms of labor conflict and business hesitation. 

While basic steel suffered its sharpest second-to- 
third-quarter cutback recorded in the four years of this 
survey, the other categories as a group authorized the 
same amounts in the third as in the second quarter. By 


Table 2: Percentage of Companies and Divisions Reporting Higher or Lower Capital Appropriations, 
Latest Five Quarters 


contrast, in 1959 they reduced approvals by about 6% 
in 1958 their appropriations rose by 3%, and in 1957 
they fell by almost 60%. Thus, outside of basic steel, 
metalworking approvals in 1960 have exhibited an 
underlying strength far removed from their recessionary 
pattern of 1957. 


SEASONAL CHANGES BY INDUSTRIES 


In 1960 primary metals approvals fell more than one 
half from the second to third quarters. This drop was 
slightly less than in 1957, but greatly exceeded that of 
1959. Removal of appropriations for the basic iron and 
steel industry reveals that approvals for the nonferrous 
metal manufacturers and the iron and steel founders as 
a group fell considerably less in 1960 than in 1957, but 
more than in 1959. In 1958, both basic steel and the 
other primary metal industries increased their appro- 
priations by more than four fifths. Thus the second-to- 
third-quarter comparisons show that primary metals 
authorizations generally were on the down grade in 
the third quarter of 1960. 

The cut of one tenth between the second and third 
quarters of 1960 in fabricated metal products appropria- 
tions matched that between the similar quarters of 1957, | 
a period of decline. In 1958 and 1959, this industry’s | 
authorizations traced a moderately rising seasonal | 
trend. 

Appropriations authorized by the nonelectrical ma- 
chinery producers increased between the second and | 
third quarters of 1960 at a rate almost equaling that in 
1959, when the year-to-year comparisons showed 4 
strong advance. This seasonal gain in 1960 contrasts 
favorably with the sharp contraction between the same 
two periods of 1957 and even with the moderate decline © 
in 1958. ; 


1960 to an extent somewhat exceeding their seasonal 
declines in 1957 and 1958, when the cyclical trend was — 
downward. Between the second and third quarters of © 


In per cent 
Industry Il "58 to Il "59 IV '58 to IV '59 1'59 to 1 '60 ll '59 to Il *60 Ill '59 to Ill '60 
Higher Lower Higher Lower Higher Lower Higher Lower Higher Lower 
Rriicry: Metal sac 2 siete tetas a1 verter wie Caen ere 59 36 64 33 47 51 45 48 36 57 
Fabricated metal products #....5...sesss scene oes 50 36 48 43 48 44 48 42 35 52 
Machinery (except electrical). ................4 61 28 45 47 48 45 38 49 35 53 
Electrical machinery and equipment.............. 59 34 55 39 61 34 39 53 40 50 
Transportation equipment.................0-005 60 33 54 40 45 48 44 51 34 57 
Instroments: OfC.2. 56%: <.o, rod ee ee ee se Te are 58 42 58 39 61 36 45 52 52 48 
Total £eo nck ee ei TM de ee 58 33 54 40 49 44 43 49 37. 54 


1|ncludes metal furniture, not shown separately 


Percentages for each quarter do not add to 100 because of divisions which reported no change in level of appropriations 


Based upon reports for 715 separate three-digit industrial divisions 
Source: The Conference Board 
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959, on the other hand, electrical machinery approvals 
ained by over a fourth, confirming the year-to-year 
ndications of a dramatic advance. Thus the seasonal 
rend in 1960 for these important industries agrees with 
he sharp year-to-year cutback of 60% in the third 
juarter, pointing to a significant contraction in their 
yrospective capital investment. 

_ The increase of 29% between the second and third 
juarters of 1960 in transportation equipment appropria- 
jions stands in bold relief against the declines during the 
orevious three years. This scheme for the industry as a 
whole was repeated in each subindustry except railroad 
squipment, and confirms the relative improvement in 
sheir year-to-year comparisons from the second to the 
shird quarter of 1960. 

Similarly, the improvement in the capital appropria- 
sions of the instrument manufacturing industries from 


1960 Edges 1958 by the Third Quarter 
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Metalworking appropriations, estimated for all companies operating at least one plant em- 
ploying 500 or more production workers in 1957, cumulated quarter-to-quarter in each year 


Based upon 481] companies reporting for 715 separate metalworking divisions 
Source: The Conference Board 
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the second to the third quarter of 1960 is revealed by the 
percentage comparisons on both the year-to-year basis 


Continued on page 43 


Table 3: Changes in Metalworking Appropriations, 
1959 to 1960 


Percentage Changes! 


Il 1960 Ill 1959 9 Months 
Industry SIC to to 1959 to 
Code Ill 1960 Ill 1960 9 Months 
1960 
Blast furnaces, steel works and 
rolling Mil Saccaeeteakicrce he eiscepes 331 — Oy, —= O62 —5]1 
Iron and steel foundries........ 332 + 38 +84 +54 
Smelting nonferrous metals...... 333-4 pT) —Al — 38 
Rolling, drawing, extruding non- 
ferrous metals.............. 335 — 49 +94 +48 
Nonferrous foundries.......... 336 —!53 —85 —3] 
Miscellaneous primary metals. ... 339 + 33 —18 +55 
Metalransabpnctt: erm eet cs 341 — 30 —32 +10 
Cutlery, hand tools, hardware. ... 342 +185 —18 — 7 
Heating (except elec.) and 
plumbing equipment......... 343 aS te — 8 +10 
Fabricated structural products.... 344 — 25 —47 +16 
Screw products and rivets....... 345 Sa Wd —53 —54 
Slampings ttt cans etree 346 — 43 —4l1 —45 
Coating, engraving and wire 
Products=* fst: ah 83.00 okie 347-8 — 37 +16 +17 
Miscellaneous fabricated metal 
Products emer e ee 349 — 27 +20 +14 
Engines and turbines........... 351 ne —23 — 46 
Farm machinery and tractors. .... 352 nO —39 —44 
Construction, mining, material- 
handling equipment........ 353 == EYs —68 —23 
Metalworking equipment®....... 354,-9° = 36 —38 — 3 
Special industry machinery...... 355 =. 65) 7 | +13 
General industrial machinery. .... 356 = —7 9, —44 
Office, computing machines...... 357 ap Ue! —24 = 118 
Service industry machines....... 358 + 50 +11 +16 
Electrical transmission equipment. . 361 Sed 1) —64 
Electrical industrial apparatus. ... 362 + 46 +64 —11 
Household appliances.......... 363 — —I7 —32 
Electric lighting and wiring 
Equipment:.wers stasis borers ote 364 — 72 + 5 +89 
Radio and felevision........... 365 + 76 —42 —25 
Communication equipment....... 366 +198 —65 —46 
Electronic components.......... 367 — 62 —26 +14 
Miscellaneous electrical equipment 369 +136 = 8 —4]1 
Motor vehicles and related 371,- 
equipment aii. «\siaraledeteys: neh: 5,-9 ae 8k) + 4 —15 
Aircraft and ports... js 5 = as). 372 + 10 —3]1 —21 
Ship and boat building......... 373 +108 +93 —14 
Railroad equipment........... 374 Sa eh! —74 (0 
Engineering and scientific research 
PISITUMIODIS rasta a cree oe cae 381 + 1 +92 —15 
Measuring and controlling 
INSTTUMENES ies 5 tvere cle tts Oe ov 382 — iia — 3 —16 
Otherness ae ee 383-7 +130 +203 +73 


1 Derived from the dollar figures shown in table 4 
2 Includes miscellaneous fabricated wire products, SIC Code 348 
3 Includes miscellaneous nonelectrical machinery, SIC Code 359 


4\Includes motorcycles, bicycles and parts, and miscellaneous transportation equipment, 
SIC Codes 375 and 379, respectively 


5 Includes optical instruments, medical instruments, ophthalmic goods, photographic equip- 
ment, and watches, clocks, clock-operated devices, SIC Codes 383, 384, 385, 386, and 387, 
respectively 


Source: The Conference Board 


CAPITAL APPROPRIATIONS—IMPLEMENT OF MARKET ANALYSIS 


The market research specialist for the manu- 
facturing firm has a complex responsibility of 
unraveling the many uncertainties brought on by 
heightened business competition. He must be on the 
alert for better building blocks to construct fore- 
casts of demand for his company’s products. These 
survey reports furnish a large body of information 
that cannot be duplicated by any other source. 

Demand forecasts are relatively easy to con- 
struct from capital appropriations data. To cite a 
fictitious example, A-Z Products, Inc., sells machine 
tools principally to firms making engines and tur- 
bines, construction, mining and oilfield machinery, 
pumping and ventilating equipment, automotive 
engines, and ships’ engine-room equipment. 

Capital spending decisions of these manufac- 
turers are reflected in the appropriations of the 
industry groups to which they belong. Thus, the 
appropriations series for these manufacturers are 
shown in table 4 on page 44 listed under SIC Codes 
351, 353, 356, 371, and 373. A demand forecast for 
A-Z Products, Ine., can be constructed in the 
following way: 


1. The appropriations series for the five industries are the 
basic demand data. These figures, however, are based upon the 
group of companies reporting to the survey. Thus the first job is 
to estimate capital appropriations for all the principal com- 
panies in each of these industries. This is done by dividing the 
appropriations figures (table 4) for the five industries by an 
estimating ratio for each industry.! 


2. A percentage of A-Z’s total new orders which typically 
originates from each of the five customer industries must then be 
calculated. These percentages are “weights” that show the usual 
new-order mix received by A-Z. (The new-orders mix may typi- 
cally vary as total orders rise or fall with the business cycle. 
The market analyst may want to change his new-orders weights 
from time to time on the basis of his knowledge of the general 
business outlook and the typical related changes in his firm's 
orders mix.) 


3. The figures estimated for each industry in the first step, 
which represent the capital appropriations authorized for spend- 
ing by all of A-Z’s potential large customers, are then deflated 
by multiplying them by the percentage weights obtained in the 
second step. The results are the sums from which A-Z may expect 
to benefit on the basis of the typical pattern of its orders from the 
five industries. 


4. In each quarter a part of the appropriation pool is 
channeled into plant construction. The market analyst should also 


1The estimating ratios for the metalworking industries willbe supplied 
free on request to The Conference Board, or by Iron Age 
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try to determine to what extent his customers are building new 
plants and warehouses, as distinguished from machinery and 
equipment. The proportion of appropriations invested in new 
structures appears to vary generally between a fourth and 
third. In times of business expansion, the percentage is near the 
higher end of this range, while in times of contraction it slips 
toward the lower end, provided that these rises and declines in 
general business activity are similar to those so far experienced 
in the past decade. 


5. The final step is simply to add up in each quarter the 
amounts for the five industries obtained in the preceding step. 
These totals represent the capital appropriations “pool” from 
which A-Z may draw its new business in future months. 


A few simple figures will illustrate the method 
For the first, second, and third quarters of 1960, 


industries in which A-Z’s customers operate were, || 
in millions of dollars, as follows: 


Reported Appropriations 1960 | is 
SIC | 

Code | ll Ml 18 (a 
351 $10.0 $5.0 $4.6 h 
300 46.4 5.8 3.6 i 
356 28.5 8.1] 7.9 j 
oii 122.9 99.4 EV2 || 
S73 4.3 2.3) Owe) 


(in millions of dollars) : 


Estimated Appropriations 
1960 


SIC Estimating NI 
Code Ratio | I Ul yl ke 
35] 82% $12.1 $6.1 $5.6 & ay 
353 70 66.3 8.3 ee | ' 
356 67 42.5 12.2 11.8 
37] 86 140.3 115.6 153.6 eye 
373 50 8.6 5.0 10.6 fhiy 


Let us suppose that on the basis of a study of 
A-Z’s business, it is found that the firm’s new orders? 
have been received, in the industry order shown 
above, in the following typical proportions: 15%, 
25%, 20%, 30%, 10%. These percentage propor— 
tions are now the ‘weights’? with which the esti- 
mated appropriations shown above are deflated! 
(by multiplication) to obtain the relative amounts) 
from which A-Z may expect to derive orders inj 
future months, as follows (in millions of dollars): 
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A-Z's Order Pools 
1960 


SIC Order 

Code Weights | i Hl 
35 | Bb, $1.8 $0.9 $0.8 
353 25; 16.6 Ps | 1eS 
356 20 hes) 2.4 2.4 
SYA) 30 42.1 34.7 46. 1 
373 10 0.9 OLS) Peli 


Total Order Pool= 100% $69.9 $40.6 $51.7 


The bottom row of dollar figures is the total 
appropriations pool from which A-Z may obtain 
mew business. Since these figures are not adjusted 
for ordinary seasonal variations, a simple way to 
reduce this effect is to compare the figures with the 
similar data for the corresponding quarters of the 
preceding year. These comparisons show that A-Z’s 
otal order pool increased by one fifth in the first 
quarter of 1960, fell sharply by one half in the 
second quarter, and declined again in the third 
quarter only a sixth, a pattern largely reflecting 
the effects of the 1959 steel strike but also some 
deterioration in the firm’s outlook. Thus the chang- 
ing direction and magnitude of these year-to-year 
percentage comparisons project a new order fore- 
cast. The forecasts can be tested by comparing 
them graphically with the similar year-to-year 
percentage changes in new orders actually received 
by the company. 

This illustration is, of course, only intended to 
provide some guide lines for further exploration by 
the market research specialist. It does suggest, 
however, the practical value of the data provided 
by the survey of metalworking capital appropri- 
ations. 

e 

Similarly, companies that produce so-called 
special industry machinery (S/C 355) sell to firms 
that need equipment to produce lumber products 
and furniture, processed foods, textiles, paper and 
allied goods, chemicals, petroleum and coal prod- 
ucts, and rubber products. The market analyst for 
ja special industry machinery producer must there- 
fore use THe CONFERENCE Boarp’s quarterly sur- 
ivey of capital appropriations of the 1,000 largest 
manufacturing companies, a survey sponsored by 
\Newsweek. This survey furnishes appropriation 
figures for these nondurable goods industries. Data 
for responding companies are shown in table 4 of 
ithe Newsweek survey reports.! On request THe Con- 
HFERENCE Boarp will supply estimating ratios for 
‘these industries. 


1The eighteenth report in the survey appears on pp. 11-21 
of this issue 


43 
Continued from page 41 


and on the quarter-to-quarter basis. The year-to-year 
data shifted from a reduction of about one tenth in the 
second quarter to a sharp boost of three fourths in the 
third quarter. On the quarter-to-quarter basis, instru- 
ment approvals rose 5% in the third quarter of 1960, in 
contrast to a 45% cut in the same period of 1959, when 
the appropriation upswing was rapidly losing momen- 
tum. In 1958, when the year-to-year comparisons re- 
vealed a letup in the contraction, instrument approvals 
advanced a fourth from the second to the third quarter. 


DIVISIONAL LOSSES SPREAD 


Table 2 shows the extent to which the divisions or com- 
panies reporting to the metalworking survey increased 
or curtailed their capital appropriations in the five 
latest quarters relative to the similar year-earlier 
periods. In this comparison each division or company is 
counted as one unit regardless of the amount of its 
appropriations. 

The percentage of divisions in the instruments manu- 
facturing industry that increased their appropriations 
advanced from 45% to 52% from the second to the 
third quarter of 1960. Similarly, the proportion of divi- 
sions reducing their authorizations relative to 1959 fell 
from 52% to 48%. Thus the trends in this so-called 
diffusion of capital appropriations confirmed the dollar 
gains of the instrument industry as a whole. 

The slight increase in the percentage of reporting 
units in the electrical machinery industry that raised 
approvals in the third quarter of 1960 is interesting in 
view of the sharp setback which the industry’s total 
appropriations suffered in the same period. In the second 
quarter, electrical machinery appropriations were 30% 
below the volume set aside in the second quarter of 1959, 
and third-quarter approvals slumped 60% below their 
year-ago mark. In contrast, the percentage of divisions 
reporting increases rose from 39% in the second quarter 
to 40% in the third quarter. This increase was slight, to 
be sure, but it was confirmed more significantly by a 
reduction in the proportion of divisions reporting cut- 
backs, from 53% in the second quarter of 1960 to 50% 
in the third quarter. Thus relatively few companies or 
divisions evidently accounted for the bulk of the cur- 
tailment in the third quarter. 

In the other metalworking industries the proportion 
of reporting units that reduced appropriations in the 
third quarter of 1960 from the year-ago sums increased 
and the percentage increasing their investment pro- 
grams fell. The contraction was fairly moderate in the 
nonelectrical machinery group, but in the primary 
metals, fabricated metal products, and transportation 
equipment industries the scale of the contraction was 
considerable. The worsening in these industries’ diffu- 
sion relationships was generally related to a similar 
pattern in their year-to-year dollar comparisons. 

Similarly, the gradual downward drift in the year-to- 
year percentage changes of total metalworking appro- 


Table 4: Capital Appropriations Reported in Metalworking, 1957-1960 


Millions of dollars 


SIC 1958 1959 1960 
ARTY Code | i i iV | i i IV ] i i 

Metal furniture same, Geren a= Gs - cite Dray ats cake citetens 25 ies 1.0 1.0 0.5 1.6 9.2 1.6 1.5 1.6 27, 3.0 
Blast furnaces, steel works and rolling mills........ 331 51.6 71.9 135.6 104.9 464.2 184.0 113.2 331.7 191.2 140.3 43.5 
Iron and steel foundries... .........0-00+0eeeee 332 5.8 4.4 5.4 6.4 10.0 8.2 8.9 8.5 13.3 12.0 16.5 
Primary smelting nonferrous metals.............. 333 | 31.8 29 14.0 49 31.9 28.4 330 17.5 17.4 21.4 195m 
(Secondary smelting nonferrous)...........-..-+ 334 J 
Rolling, drawing, extruding nonferrous metals... .. . 335 PEF VG ied | 17.8, 3319 25:3 13.6 16.0 29.1 51.9 2638 
Nonferrous foundriesics cc Sieietaeie issued ott Beevers 336 2.4 0.4 0.9 0.2 0.8 3.8 7:3 1.9 4.7 2.4 1.1 
Miscellaneous primary metals. ............---+5+ 339 1.8 ae 3.4 3.4 3.3 2.5 3.2 3.4 9.4 2.0 2.7 

Primary, Meth Sts, cc-)-15s ois cies eh 33° 107.2 93.5 174.5 137.5 544;2° 252.1 179.3 (379.0 265:1 (229;9°5 10m 
Metal canis ieo) er cessor) cc bles ics, Ce orate tanec ae 341 7.1 8.006 11.3) 18:5) 9 12:04 47 258 DiGi wO.2 eee 9.3 6.5 
Cutlery, hand tools, hardware..........-..++++- 342 0.7 fo) 1.3 3.8 3.1 2.555 107 229.6 3.2 3.1 8.8 
Heating apparatus (except elec.) and plumbing 

FIxtOKeS? eke sey oe uci eois my ohelac cant eer asus 343 4.0 2.0 1.8 3.1 4.1 2.6 3.4 3.8 3.7 4.3 3.29 
Fabricated structural products...............+-- 344 6.3 8.9 8.0 8.8 6.6 6.7 6.0 9.9 15.0 4.2 3.2 
Screw/products.and rivets) 2.0... . 3. «mre tet ere 345 1.7 i.2 20 4.2 1.9 3.8 2.3 3.7 735) | 1.3 1.1 
StampINgs svc crete Miatay |b 2s) Raa conte ict 4o40 3.5) 2.6 6.1 39° 12:4 4.4 6.2 3.0 2.6 6.4 3.6 
Goating, engraving).04 +. sos. ciate Loe ae eee 347 
(Miscellaneous fabricated wire products)......... 348 \ Eh ah iB 0.3 Ate oe oF p.9, ey 0.6 04 
Miscellaneous fabricated metal products.......... 349 3.7 4.1 2.8 4.5 3.4 2.8 Zia 2.6 3.5 3.5 2.6 

Fabricated metal products................--. 34 29.3 26.4 34.1 47.0 44.3 37.1 . 40:8 69.5. 54:2") 32, Guerre 
Engines and, turbines 2.01127 succes eerie ea yes 351 5.9 3.6 33 8.4 23.3 7.0 5:9: 6423.6 110.0 5.0 4.6 
Farm machinery and fractors.............-..+-- 352 $.2 9.5: 18:7) 13:4. (189) TAQT TT 8a 2095 Se Or5 Lat, Tie 
Construction, mining, material-handling equipment... 353 26.5 wd 54. 56.0) 0 3a.60 27.5 11.3 12.4 46.4 5.8 3.6 
Metalworking machinery and equipment Ser te Ries 354 S 6.4 3.8 3.1 57 8.5 6.6 11.2 6.2 13.5 5.1 6.9 
(Miscellaneous nonelectrical machinery)........... 359 
Special industry machinery... ............00000- 305 13.2 15.1 7.4 9.2 9.6 5.4 9.2 8.7 9.4 10.8 7.1 
General industrial machinery and equipmenf....... 356 16.1 6.5 6.9 DA 25:5) Qi6:2) (37a) 15.77 28:5 8.1 73 
Office, computing, accounting machines.......... 207) 19.35 20.0 19:9 3256 © 21-09 27-7 3516 © 46.9) 226.5 15.6 27,2 
Service industry machines...............-...055 358 1.4 5.1 1.9 745 | 2.4 3.1 4.8 3.0 3.1 3.5 5.3 

Machinery (except electrical)................. 35 94.1 68.8 66.6 138.8 142:9 107.9 126.9 129.4 147.9 61.5 69.7 
Electrical transmission equipment................ 361 8.9 5:7. 3.6 17.7 8.3 14.1 56.4. 15.1 10.1 13.8 4.6 
Electrical industrial apparatus................... 362 9.0 6.7 3,6 a 5:2 9.0 25.7 Zi Sil An sae 8.2 Dine 
Household ‘appliances:. 5), .is. <b a slcimics Stas «sis 363 7.4 3.5 5.4 3.7 8.7 10.6 6.1 4.4 Tua 5.1 5.1 
Electric lighting and wiring equipment............ 364 2.3 1.4 1.0 5.1 2.8 5.4 3.1 6.7 6.6 11.4 3.28 
Radio and television receivers... ............05- 365 Ti ihe! 0.9 4.1 1.4 4.2 5.8 2.4 3.2 1.9 3.4 
Communication equipment. .............++++5-- 366 8.5 9.3 4.1 6.3 10.1 10.1 28.6 14.7 13.1 2h) 10.0 | 
Electronic COMPONENTS... cic \akesia s Oclee ree 367 Ze. O:9), Sa 0, 2en eo -O anne lat: 23.2 11.6 18.3 - 32.7 (22:5 8.6 
Miscellaneous electrical equipment............... 369 1.0 0.7 0.6 1.0 ss 2.4 1.4 1.0 0.9 0.6 1.5 

Electrical‘machinety =... 7. «|= t as oiemtesartes. < 36 45.9 39.7 29.4: 76.0 62:7 95:7 120.2 74.0. 913.0) 66:80 45cam 
Motor vehicles and equipment.................. 371 4] 
(Motorcycles, bicycles, and parts)..............- 375 | 101.4 42.4 37.6 48.0 99.5 190.9 127.6 100.0 122.9 99.4 132.1 — 
(Miscellaneous transportation equipment).......... 379 
PARROONE NGL POLI he cass sie anes a ciconte oars La 372 51.2. 27:2 26.1 67.2) 60.17 (4l-4\ 934.5" 54:9 |) 61-5 el ee 
Ship-and \boatibuilding....<#s.ne-. seas ate 373 8.2 hg 2.2 3.8 6.4 1.3 2.7 1.6 4.3 2.5 5.3% 
Railroad equipment 2s io) ae saciae + Serta iecs ees 374 3.0 1.7 0.9 1.3 2.1 1.4 3.1 1.2 viv 1.9 oe 

Transportation equipment.............+-.-555 37. 163.7 72.6 66:9 120.3 168.1. 235.0 167.9 157.7 191.4 125.6 161.9 j 
Engineering and scientific research instruments... .. . 381 Patt 0.9 0.8 Zia 5:3 4.7 PES 4.7 5.1 4.8 49 
Measuring and controlling instruments............ 382 3.8 2.3 4.3 4.0 6.2 7.8 3.6 3.6 5.2. 6.1 3.5 : 
(Opticalinstruments) fs. 4 asa scts oie Annie one 383 : 
(Medical instraments) soni kos: ec a en ee 384 4] 
(Ophthalmic goods) te.) site wana cate e er. wtee 385 2.1 1.7 1.2 2.9 3.9 2.3 Ing. 2.6 57 PIS) 5.8 
(Photographic equipment). ................00- 386 ; 
(Watches, clock-operated devices).............. 387 i 


Instruments, etc 


Total reported metalworking!................. 


Total estimated metalworking?................ 


38) 74h) 


5.0 


6.3 


2 


15.4 


14.8 


8.1 


10.9 


449.6 307.0 378.8 529.4 979.2 751.9 644.7 822.1 


670 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 


500 


610 


830 


1,620 


1,170 


1,010 


1,340 


2 Estimated for entire metalworking universe, This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 
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priations during the first three quarters of 1960 has been 
closely related to a gradually tighter squeeze between a 
decline in the proportion of divisions reporting year-to- 
year advances and an increase in the proportion report- 
ing cutbacks. Thus the diffusion measures and the 
various comparisons between the dollar figures tend to 
supplement and confirm one another. 


OUTLOOK WORSENS IN PRIMARY METALS 


The second quarter of 1960 witnessed an improvement 
in the capital appropriation trends of the primary 
metals industries. Compared with a cut of three fifths in 
the first quarter, basic steel (SIC 331) approvals were 
only a fourth below the year-ago amount in the second 
three months. The long upswing in the capital alloca- 
tions of the iron and steel foundry industry, an advance 
that commenced in the first quarter of 1959, gathered 
fresh momentum in the April-June period of 1960. And 
the nonferrous metal industries, with an appropriation 
gain of 30% in the second quarter, countered a moderate 
decline in the first quarter. 

During the third quarter of 1960, the iron and steel 
foundries once again extended their gains at an increas- 
ing rate. Basic steel, on the other hand, deepened its 
second-quarter cut of one fourth to more than three 
fifths in the third quarter. The nonferrous industries as 
a group reversed their second-quarter gain with a de- 
cline of about an eighth in the following three months. 

The drastic third-quarter setback in the basic iron 
and steel industry is noteworthy since the industry’s 
approval rate in the same period of 1959 reflected its 
almost total shutdown at that time. Thus capital invest- 
ment decisions in this key field are evidently being 
influenced by business forces of more recent vintage 
than last year’s strike. The rate of incoming orders and 
profits during the July-September period were lower 
than in the second quarter of 1960. 


FABRICATED METAL PRODUCTS FALL FURTHER 


Third-quarter appropriations approved by the fabri- 
cated metal products industries fell 28% below their 
comparable 1959 volume. In the second quarter the sum 
was only an eighth lower than a year earlier. Participat- 
ing in this deeper recent cut were the manufacturers of 
metal cans, cutlery, heating equipment, structural 
products and stampings. 

The declines in the second and third quarters shaded 
a gain of more than one fifth in the first quarter, so that 
appropriations of the fabricated metal products indus- 
tries for the first nine months of 1960 edged below the 
comparable 1959 amount by only 5%. The cutlery, 
screw products and stampings industries accounted for 
this slight setback. The record of the remaining indus- 
tries for the nine-month period shows gains. 


SLIDE IN NONELECTRICAL MACHINERY 


In the second quarter of 1960, authorizations for capital 
expenditures in the nonelectrical machinery industries 
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declined 43% under the mark of the year-ago quarter. 
In the July-September period, authorizations declined 
at a slightly greater rate. 

Every category of the nonelectrical machinery group 
except service industry machines approved less in the 
third quarter of 1960 than in the third quarter a year 
earlier. The gain in this group, however, was modest, 
and was the least of a progressively smaller series of 
advances since the third quarter of 1959. 

Year-to-year declines for three or more successive 
quarters through the third quarter of 1960 occurred in 
the engine and turbine and the farm machinery groups. 
Similar cutbacks were made in both the second and 
third quarters by the manufacturers of construction and 
mining equipment, metalworking machinery, general 
industrial equipment and office machines. 


ELECTRICAL MACHINERY APPROVALS DROP 


The deeper cutback in the appropriations of the elec- 
trical machinery industries during the third quarter of 
1960 than in the second three months of the year 
brought the amount set aside for investment to the 
lowest level since the third quarter of 1958. Despite this 
general slump, three industries—electrical industrial ap- 
paratus, electric lighting and wiring equipment, and 
miscellaneous electrical equipment—bucked the ad- 
verse currents. The third-quarter gain in electric light- 
ing and wiring equipment appropriations, although by 
far the smallest, extended its advance to eight consecu- 
tive quarters. 

The sharpest reductions in third-quarter approvals 
occurred in electrical transmission equipment, radio and 
television receivers and communication equipment. 
More moderate declines took place in the household 
appliance and the electronic components industries. 


* TRANSPORTATION EQUIPMENT DIP MODERATE 


Appropriations approved by the transportation equip- 
ment industries during the second quarter of 1960 were 
47% less than in the same quarter of 1959. In the third 
quarter of 1960, the volume of funds authorized for 
investment was only a shade under the year-ago amount. 

The improved trend in the approvals of this important 
group of industries was largely accounted for by a smart 
boost in the shipbuilding industry and by a moderate 
increase in the motor vehicle group. 

Aircraft and railroad equipment manufacturers sharply 
reduced their third-quarter appropriations. Despite the 
increases in motor vehicle and shipbuilding allocations, 
none of the transportation equipment industries author- 
ized more in the first nine months of 1960 than in the 
comparable period of 1959. 


NEW SURGE IN INSTRUMENTS 


Makers of measuring and controlling instruments were 
seemingly ending their long appropriations decline 
of five quarters’ duration. Moreover, manufacturers of 
scientific and engineering instruments and makers of 


professional instruments and timing devices were post 
ing considerable advances. Thus the third quarter 
1960 evidently witnessed a resurgence in the underlyin 
demand for these products. 


SUMMARY 


Since the fourth quarter of 1959, metalworkin 
capital appropriations have been in a gently declining 
trend. The volume approved in the first nine months ¢ 
1960 fell short of the year-ago mark by a little over # 
fourth. The cutback in each quarter of the year wai 
close to the nine-month average, with only a sligk 
acceleration thus far evident. 

e 


The 1960 declines were foreshadowed as early as 
third quarter of 1959, when the appropriations upswin 
suffered a sharp loss in momentum and fewer industries 
and company respondents posted gains relative to then 
rates in 1958. However, at that time it was difficult t 
tell to what extent these losses were owing to the impaé 
of the prolonged strike in the steel industry. 


With the advent of the 1960 appropriation figures 
became possible to assess the relative effects of the stee 
strike and fundamental business forces. In the firs 
quarter, steel industry appropriations fell sharply, sug 
gesting that the industry’s equally sharp boost in th 
final quarter of 1959 may not have been firmly groundet 
in economic realities. In the second quarter, cuts 
authorizations spread widely throughout the metal 
working spectrum, indicating that desired levels o 
earnings were becoming difficult to attain. The continua 
tion of the downtrend in the third quarter, despite : 
year-ago perspective that was blighted by the stee 
strike, served to demonstrate that the decline in invest 
ment plans was tied to adverse economic conditions tha 
had come to full flower since the end of the steel industr. 
shutdown in the autumn of 1959. : 


During the third quarter of 1960 manufacturers 
order backlogs continued to run off slowly as shipment 
were sent from plant warehouses at a greater rate tha, 
new orders were received. At the same time, costs crep 
upwards and earnings on sales declined further. 4 
excess capacity also increased, hard-goods manufaé 
turers became less willing to embark upon new plar 
and equipment ventures. : 

e 


‘The trend of orders, capacity utilization and earning 
will be among the key factors in capital investmer 
decisions during the fourth quarter of 1960. How thes 
decisions were affected will be analyzed in the nex 
quarterly metalworking survey. 


Martin R. GAINsBRUGH 
FrEep STEVENSON : 
Office of the Chief Economist 
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CONSUMER MARKETS: 
SUMMING UP 


Ae ae the Commerce Department is still busy 
tallying year-end business, enough information is avail- 
able on last year’s total retail sales to permit a review of 
the trends. In general, 1960’s performance was disap- 
pointing to many marketers—but this is perhaps no 
more the result of actual sales figures than of the confi- 
dent expectations engendered by the impressive rebound 
in economic activity during 1959 from the recession 
levels of the preceding year. In some measure, too, 
expectations may have been inflated by the enthusi- 
astic trumpeting which accompanied the coming of 
the new decade. 

Certainly business in 1960 was appreciably less than 
spectacular, but in surveying the broad spectrum of 
consumer goods no industry appears to have encount- 
ered serious difficulties, while most did as well or better 
than they had in record-making 1959. When the figures 
are finally in, retail sales in 1960 will total an estimated 
$225 billion, some 2% better than the year before. 


The Rundown, by Sector 


As in previous postwar periods when there was 
some slowdown in the general pace of business ex- 
pansion, consumer demand for durables last year failed 
to hold up as well as for nondurables. For the home- 
furnishings sector generally, and the appliance trade 
in particular, 1960 was a poor year. Sales of furniture 
stores were off by about 2%: however, they still re- 
tained most of the ground regained after the 1958 
recession. Appliances, which were especially hard hit 
during the 1958 difficulty, bounced back with a 10% 
advance in 1959, but faltered again in 1960 by about 
3%. However, sales have been slipping at a more rapid 
rate since summer. 

In the automotive sector the situation 1s somewhat 
more difficult to measure with precision. But by what- 
ever measure used, last year was a better one than 
1959, during which the industry had made a very 
satisfactory recovery from the recession period. In 
dollar terms, the business of automotive dealers was 
fractionally better in 1960 than in the year before, but 
the continued trend to lower-priced compacts makes 
this comparison incomplete. It is estimated that 6.7 


SPACES BETWEEN HORIZONTAL LINES REPRESENT TEN POINTS OF THE 
INDEX 

Index numbers: monthly average, 1958= 100% 

Source: Department of Commerce 
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million new cars were sold last year, or 10% more than 
in 1959. 

Moving to the nondurables area we find that food- 
store sales continued their postwar thrust upward, to 
chalk up new highs in 1960. Business was a full 4% 
bigger than it had been the year preceding, and all of 
the gain was real since prices held steady. The rate of 
growth was reasonably consistent with that averaged 
annually by the industry over the decade. 

Apparel merchants neither gave nor won ground last 
year. Dollar sales were up modestly but almost entirely 
because of higher prices. The story was about the same 
in both the men’s and women’s branches of the industry. 
An impressive improvement was registered, however, 
in the shoe business, with last year’s sales up by 8%. 
At least half that gain, though, resulted from higher 
price tags. 

In the other sectors of retailing for which detailed 
figures are available, last year’s business was somewhat 
better than in the immediate preceding period. Sales of 


drug stores were up by about 5%, gasoline stations by 
almost a like amount, and liquor stores by about 3% 
In each of those instances, however, price advance 
contributed in some measure to the making of improve¢ 
sales figures. F 

In recent periods of general business uncertainty 
retail buying consistently held up with impressiv 
stamina. Sustained consumer demand—which take 
some two thirds of the nation’s output—contribute¢ 
heavily to rapid economic rebound. In the curreni 
situation the consumer sector is again, on balance, one 
of the stronger spots in the general business picture: 
Both personal income and consumer buying have con} 
tinued strong. But clearly developments in that area 
are eventually contingent on what occurs elsewhere im 
the economy. The next significant expansion in retail 
trade is dependent on an improvement in businesi 
conditions generally. 

Fasran LINDEN 
Division of Consumer Economics 


Announcements of Mergers and Acquisitions, June 11, 1960—July 10, 1966 


Acquirer — Ie 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


st Acquirer 
Description and Assets in Millions 


Acquired Unit : 
Description and Assets in Millions — 


A. J. Industries, Inc. ($12.6) 
Automobile and truck parts mfr. 

Alden’s Inc. (Chicago, Ill.) ($56.2) 
Mail order and retail department 
store chain operator 

Allied Paper Corp. ($21.6) J 
Book and specialty papers and Christ- 
mas tree ornaments mfr. 

Allis-Chalmers Mfg. Co. ($527.9) : 
Agricultural, electrical and industrial 
plant machinery and equipment mfr. 


*American Beverage Corp. ($4.7) 
Soft drinks mfr. and distributor; ex- 
tracts and concentrates producer 


American Seal-Kap Corp. of Del.($26.4) 
Paper packaging products, hot cups, 
railroad and electronic equipment, 
and machinery, for the rubber and 
plastic industries, mfr. 


American Sumatra Tobacco Co. 
(Sub. of American Sumatra Tobacco 
Corp.) ($10.9) 
Tobacco grower, processor and seller, 
raiser of cattle and vegetables, nurs- 
ery and forestry operator 

Arbor Acres, Inc. (n.a.) 
Poultry breeder 

Arrowhead & Puritas Waters, Inc. ($4.9) 
Bottled drinking water and bulk dis- 
tilled water producer and distributor; 
paper cups and water dispensers seller 
and lessor 

Automatic Canteen Co. of America 

($49.6) 

Coin operated vending machines mfr., 
operator and lessor 


Automatic Retailers of America, Inc. 


Vending machines owner, installer 
and servicer 

Avien, Inc. ($2.2) 
Measurement instruments and con- 
trols for aircraft mfr. 

Big ‘‘C’’ Stores, Inc. ($3.4) 
Supermarket chain operator 


B. & N. Mfg. Co. (n.a.) 
Trailer doors mfr. 


Dillard’s, Inc. (Magnolia and Tex- 
arkana, Ark.) (n.a.) 
Two-unit department store operator 


Carmax Corp. (n.a.) ’ 
Business forms mfr. 


Consolidated Systems Corp. (n.a.) 
(50% interest in) 
(Sub. of Consolidated Electrodynam- 
ics Corp.) 
(Sub. of Bell & Howell Co.) 
Electronic systems engineers 

Norka Beverage Co. (n.a.) 
(50% interest in) 


Potlatch Forests, Inc. 
(Paper container business of) (n.a.) 


Vanderbrook Nurseries, Inc. (n.a.) 


Nichols, Inc. (n.a.) 
Poultry breeder 
Del Mfg. Co. 
(Assets of) (n.a.) 
Products for bottled water and air- 
craft and missile industries mfr. 


Atwood Vacuum Machine Co. 
(ABT Mfg. Co. div. of) (over $.5)* 
Electronic control devices for coins 
and bills mfr. 


Commercial Discount Corp. ($19.9) 
(80% of the stock of) 
Commercial financier 


Industrial Vendors, Inc. (over $.3)* 
Hot beverage vending machines mfr. 


Electrol, Inc. ($2.1) 
Hydraulic equipment developer 


Ceba Markets, Inc. (n.a.) 


Biochemical Procedures, Inc. (n.a.) 
Medical research and testing labora- 
tories operator 


Brandon's Shipper & Forwarder (n.a.) 
International shipping weekly 
Bristol Co. 
(Sub. of American Chain & Cable 
Co.) ($69.8) 
Chain, wire rope, cables, machinery, 
etc., mfr. 
Brunswick Corp. ($354.0) 
Bowling, billiards, educational equip- 
ment and aircraft components mfr. 


C-E-I-R, Inc. (n.a.) 


Carpenter-Proctor, Inc. (n.a.) 
Advertising agency 


Centennial Mills, Inc. ($11.5) 
Flour, cereals and animal and poultry 
feeds mfr.; peas and beans packer 
Chirurg & Cairns, Inc. 
(Formed by merger of) 


Colonial Baking Co. (n.a.) 


Commercial Steel Treating Corp. ($2.1) 
Tools, dies, jigs, fixtures and metal 
parts heat treater 

Consolidated Sun Ray, Inc. ($31.7) 
Drug store chain, radio stations, 
women’s specialty shops operator; 
vitamins and pharmaceuticals by mail 
retailer; electronic and electric spe- 
cialties mfr. 

Cormac Photocopy Corp. ($1.6) 
Photocopy equipment mfr. 


Crane Co. ($170.3) 

Valves, plumbing fixtures, heating 
apparatus and aircraft accessory 
equipment mfr. 


Atomic Corp. of America (n.a.) ; 
Radiation safety consultation servics 


The Forwarder (n.a.) 3 
International shipping weekly 

Hanson-Gorrill-Brian, Inc. (n.a.) 
Digital data logging equipment, ar 
plifiers and other products mfr. 


Larsen Boat Works, Inc. ($1.2) | 
Pleasure boats mfr. | 


vay ey aie Corp. of Californs 

n.d. 

Goold & Tierney, Inc. ) 
(Facilities and accounts of) (n.a.) _ 
Advertising agency 3 

United Pacific Corp. ($15.1) 
Insurance holding company 


Anderson & Cairns, Inc. (n.a.) 
Public relations 
James Thomas Chirurg Co. (n.a.) 
Public relations 
Noll Baking Co. 
(Baking facilities of) (n.a.) 
Baked goods mfr. 
Standard Steel Treating Co. 
(Tool, die, and aircraft div. of) (n.w 


Radio Station WSAI (Cincinnati) a 
WALT (Tampa) (n.a.) 


ark Products Co. (less thy. 
Photocopy equipment and suppl)! 
mfr. : 
Miami Products, Inc. 


(Miami, Okla. plant of) (n.a.) 
Air conditioners mfr. 


1See The Conference Board Business Record, November, 1957 and July, 1960) 
for sources and methods used in this compilation and an analysis and summa: 
of recorded 1959 mergers and acquisitions 


* Estimated minimum capital from Thomas’ Register of American Manufac* 
turers, 1960 


BUSINESS RECO! 


Acquirer : 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


stter Laboratories ($16.3) 

Biologicals and pharmaceutical spe- 
ialties, hospital solutions, and blood 
and allergy products mfr. 

co Instrument Co. (over $.3)* 
Stamping dies, tool jigs and fixtures, 
etc., mfr. 

uyton Spice Mills Co. (over $.3)* 
(Sub. of Superior Tea & Coffee Co.) 
Coffee mfr. 

jay Stores, Inc. ($4.6) 

Department store chain operator 
buglas Oil Co. of California ($18.2) 
Petroleum products refiner and mar- 
keter; paving asphalt, road oils, etc., 
mfr. 


ffy-Mott Co. ($15.7) 
pple and prune products, and baby 
and junior food producer 


stern Screw Machine Corp. (n.a.) 
ectrada Corp. ($3.0) 


ectro-Mech Corp. 
(Sub. of American Chain & Cable 
0.) ($69.8) 
ontrols systems mfr. 
merson Electric_Mfg. Co. ($51.5) 
WElectric motors, fans, heaters, arc 
welders, etc.; electronic systems and 
illace Productions, Inc. (n.a.) 
TV commercials producer 
irchild Camera and Instrument Corp. 
($30.3) 
‘Aerial cameras, precision potenti- 
ometers, special cameras, photo-elec- 
tric engravers mfr. 


irmont Foods Co. ($37.4) 
Dairy products mfr. and processor 


deral ia & Warehouse Co. 


($31.0 


Cotton compresser and storer 


pderated Department Stores, Inc. 
($347.6) 


Retail department store chain opera- 
ujtor 


Fischer & Associates (n.a.) 
Engineers 


ne Flintkote Co. ($213.3) 

Building materials, floor coverings, 
cement, paperboard and automotive 
products mfr, 


o-Tronics, Inc. (n.a.) 

Electronic controls and pneumatic 
conveying equipment mfr. 

ord Motor Co. ($3,462.2) 
Automobiles, trucks and tractors mfr. 
and assembler 


jarfield & Co. (n.a.) 


| 


jeneral Aerosols, Inc. (n.a.) 


eneral Box Co. ($8.3) 

Boxes and crates for fruits and poul- 
try, industrial and corrugated paper 
shipping containers mfr. 


ieneral Steel Castings Corp. ($53.6) 
| Steel under-frames, other heavy cast- 
Wings for construction of locomotives 
supplier; heavy trucks mfr. 


enesco, Inc. ($128.8) 
oe mfr. 


annini Scientific Corp. (n.a.) 


y 


adding, McBean & Co. ($40.9) 
Tile and clay products mfr. and dis- 
tributor 


f NUARY, 1961 


Alna, Ine. (n.a.) f 
Plastic electrical terminal strips and 
components mfr. 


Leetronics, Inc. 
(Motoroid div. of) (n.a.) 
Rotary solenoids mfr. 


American Coffee Co. (n.a.) 


J. Horen Co. (n.a.) 4 
Family apparel store chain operator 


Douglas Oil Distributing Co. (n.a.) 
(50% interest in) 


Aztec Oil Co. (n.a.) 
(50% interest in) 
Service stations 
operator 

Pratt-Low Preserving Corp. (over $1.0)* 
(Sub. of Thriftimart, Inc.) 

Fruit and vegetable packing plant 
operator 

Abrasive Machinery, Ine. (n.a.) 

Stillman Rubber Co. (over $.1)* 
Synthetic and natural rubber items 
for electronic, missile and air frame 
industry mfr, 

Reliance Instrument Mfg. Corp. (n.a.) 
Industrial control and detection in- 
struments mfr. 


and bulk plant 


Day-Brite Lighting Inc. 
(Assets of) (n.a.) 
Lighting fixtures mfr. and fluorescent 
lighting equipment supplier 

Chick Vincent Co. (n.a.) 
Radio-TV package firm 

Allen B. Du Mont Laboratories, Inc. 

($15.2) 

TV receivers, transmitters and studio 
equipment, mobile communication 
products, cathode-ray tubes and os- 
cillographs, material test instruments 
mfr. 

Pet Dairy Food Products Co. 
(North Prairie, Wis. plant of) (n.a.) 
(Sub. of Pet Milk Co.) 

Greenwood Compress & Storage Co. 
(n.a.) 


Levy’s (Tucson, Ariz.) (n.a.) 


May-Fran Mfg. Co. (n.a.) 
Hinged steel belting and steel belt 
conveyors mfr. 


Atlantic Gypsum Co., Ltd. (Canada) 
(Certain assets of) (n.a.) 


M. J. Grove Lime Co. 
(Assets of) (n.a.) 


Wilcox Products Co. (over $.1)* 
Precision plastic parts supplier 


Sherman Products, Inc. 
(Assets of) (n.a.) 
Tractors and tractor equipment mfr. 


Texas Medico Pharmacal Laboratories 


n.d. 
Pharmaceutical products mfr.” 

Reed Research Corp. (n.a.) 

Craft Container Corp. (n.a.) 


St. Louis Car Co. (n.a.) 
Heitroad and rapid transit equipment 
mfr, 


Kingsboro Mills, Inc. (n.a.) 
Women’s lingerie mfr. 

Wiley Electronics Co. (over $.1)* 
(Sub. of Savage Industries, Inc.) 
Coherent radar and microwave radi- 
ometry specialist 

Utah Fire Clay Co. (over $1.0)* 

Brick, pipe, pots, etc. mfr. 


vat Acquirer 
Description and Assets in Millions 
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Acquired Unit 
Description and Assets in Millions 


Glass-Tite Industries, Inc. ($.9) 
Glass-to-metal seals for the electron- 
ics industry mfr. 

Grey Advertising Agency, Inc. (n.a.) 
Advertising agency 

Gulf Oil Corp. ($3,576.3) 

Integrated oil producer 


Hamilton Mfg. Co. ($64.3) 
Printing plant, dental, laboratory, 
hospital, drafting room and medical 
equipment and cabinets mfr. 

Harn Corp. ($2.5) 
Baby nursery products mfr. 


Harrison Factors Corp. (n.a.) 
Investors 


Hathaway Instruments, Inc. ($8.7) 
Electric equipment mfr. 


Heller Roberts Mfg. Corp. (over $1.0)* 
Industrial fasteners, formed wire 
Ceca’ numbering machines, etc. 
mfr. 


Herkimer Pulp & Packaging Corp. 
(n.a.) 


Hermetite Corp. ($.4) 
Hermetic seals mfr. 

Hexcel Products, Inc. ($3.1) 
Honeycomb materials mfr. 


Hofmann Industries, Inc. ($5.3) 
Tubular steel products, aluminum 
and grey iron castings, etc., mfr. 

Houston Fearless Corp. ($7.8) 

Film processing systems and precision 
audiofilm equipment mfr. 


Hudson Advertising Co. (n.a.) 


Imperial Western (n.a.) 


O. G. Innes Corp. (n.a.) 
Natural and processed resins mar- 
keter 

Instruments for Industry, Inc. ($.7) 
Electronic countermeasures systems 
and related components mfr. 


International Rectifier Corp. ($6.9) 
Selenium, germanium and silicon rec- 
tifiers and diodes mfr. 

William Intner Co. (over $.1)* 
Mattresses, box springs and other 
sleep equipment mfr. 

Kahler Corp. ($11.2) 

Hotel owner and operator 

Kendall Co. ($75.1) , 
Surgical dressings, etc., industrial 
tapes, textile and elastic specialties 
mfr. 

The Kroger Co. ($346.2) 

Retail food chain operator 

Lamson Corp. of Del. ($8.0) 

Materials handling equipment mfr. 


Loral Electronics Corp. ($10.5) 
Electronic equipment mfr. 


Lucky Tiger Mfg. Co. (over $.5)* 
Hair tonic, deodorant and ointment 
mfr. 

Lytle Corp. ($1.8) 

Technical manuals, reports, graphs, 


etc., publisher; electronics, missile 
and nuclear systems research 
Manning, Maxwell & Moore, Inc. 
$33.9 


Cranes, hoists and industrial instru- 
ments mfr. 


Malmstrom Chemical Corp. (n.a.) 
Lanolin specialties mfr. 


Advanced Vacuum Products, Ine. (n.a.) 
(Sub. of Indiana General Corp.) 
Ceramic-to-metal vacuum seals mfr. 

L. H. Hartman Co., Ine. (n.a.) 
Advertising agency 

Wrekin oil Co. of California (over 


$1.0) 
(Affiliate of Malco Refineries, Inc.) 
Service station chain and refinery 
operator 
Hameo, Ine. (over $.3)* 
Portable electric, gasoline generators 
and centrifugal pumps mfr. 


Wear-A-Blanket, Inc. (n.a.) 

Sleeping garments for infants and 
children mfr. 

Hammacher Schlemmer, Ine. (n.a.) 
Housewares and gifts specialty store 
operator 

Sterling Electric Motors, Inc. 

(Assets of) (n.a.) 
Electric motors mfr. 

American Machine Works, Ine. (n.a.) 

Wire carton stitchers and staples mfr. 


S. J. Stapling Co. (n.a.) 
Wire carton stitchers and staples mfr. 

Atlas Tack Corp. 
(Plant at Fence, N. Y. of) (n.a.) 
Egg cartons mfr. 

ee Technology Associates, Inc. 

n.d 

Applied Plastics Co. (less than $.1)* 
Adhesives, coatings, foams and hard- 
ening systems for epoxy resins mfr. 


Tubeco, Ine. (n.a.) 


Marchetti Associates (n.a.) . ' 
Electronics research and engineering 


Frank Kiernan & Co. 

(Legal advertising department of) 
(n.a.) 

Clark Engineering Co. (n.a.) 
Thermal-sensing and temperature 
control probes mfr. 

Archer-Daniels-Midland Co. 

(Assets of natural resins operations 
of) (n.a.) 

Hardwick, Hindle, Inc. 

(Assets of George Rattray & Co. div. 
of) (n.a.) 
ieee. of American Seal-Kap Corp. of 


Potentiometers mfr. 

Dallons Laboratories, Inc. (over $.1)* 
Specialized medical electronic equip- 
ment mfr. and supplier 

Arnold W. Becker Co. (n.a.) . 
Convertible beds and chairs, 
mattresses and springs mfr. 

Lawlers, Ine. (n.a.) | 
Dry-cleaning service operator 


American Bleached Goods Co. (over 
$1.0)* 


and 


(Business operations of) 


Food Town, Inc. (n.a.) 
Grocery chain operator 
ae a MeKechnie, Ltd. (Canada) 
n.d. 
Conveyors mfr. 


Hillburn Electronic Products Co. (over 


Relays and solenoids mfr. 
York Pharmacal Co. (n.a.) 


Allied Record Mfg. Co. 
(Allied Research & Engineering Div. 
of) (n.a.) 


Cleveland Electric Motor Co. 
(Assets of, excluding real estate and 
accounts receivable) (n.a.) 
Electric motors mfr. 
N. I. Malmstrom & Co. 
(Assets of) (n.a.) 
Lanolin refiner and specialties mfr. 
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Acquirer — fee 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Acquirer — ne 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Marquette Cement Mfg. Co. ($88.8) 
Portland and masonry cements mfr. 
and sand distributor 

McGraw-Edison Co. ($177.8) 

Electric appliances and_ electrical 
equipment for utility and industry 
use 


Metropolitan Telecommunications 
Corp. (n.a.) 
Telephone equipment mfr. 


Motor Products Corp. ($12.6) 
Parking meters, truck and tractor 
winches, power takeoffs, special trans- 
missions, etc., mfr. 

Narda Ultrasonic Corp. ($.9) 
Ultrasonic cleaning equipment mfr. 

National Pool Equipment Co. ($3.3) 
Component parts except concrete for 
swimming pools, equipment and ac- 
cessories mfr. 


National Propane Corp. ($25.0) _ 
LP gas supplier and appliances 
retailer 


National Union Electric Corp. ($6.5) 
Furnaces, air conditioners and elec- 
tron tubes mfr. 


New York Trap Rock Corp. (v.a.) 
Stone for roads, bridges, airfields, 
etc., crusher 

Northrop Corp. ($109.0) 

Aircraft, electronic equipment and 
missiles mfr. 


The Ohio Locomotive Crane Co. (over 
$1.0)* 
Cranes mfr. 


G. L. Ohrstrom & Co. (n.a.) 
Investors 


Old Empire, Inc. ($1.3) 
Cosmetics, aerosol, light pharma- 
ceuticals, chemical specialties, lubrica- 
tors, ete., mfr. and packager 


Pacific Lumber Co. ($39.7) 
Redwood and fir products mfr. 


Perfect Photo, Inc. ($4.0) 
Commercial photo processor and 
printer; photographic equipment and 
supplies wholesaler 


Petro Mfg. Corp. (m.a.) 


Phillips-Ramsey, Ine. (San 
Calif.) (n.a.) 


Advertising agency 
The Pillsbury Co, ($136.8) 


Flour miller, prepared food mixes and 
formula feeds producer 


Diego, 


Piper Aircraft Corp. ($18.8) 
Light airplanes mfr. 

Progress Mfg. Co. ($14.3) 
Residential lighting fixtures, range 
hoods, exhaust and ventilating fans 
mfr. 

Puget Sound Pulp & Timber Co. ($46.7) 
Sulphite wood pulp and by-products, 
paperboard and cellulose mfr. 


Ramo Investment Co, ($2.4) 


Remington Rand, Inc. 
(Div. of Sperry Rand Corp.) ($849.2) 
Office machines and equipment, fur- 
niture, and tabulating and electronic 
data-processing systems mfr. 


Revlon, Inc. ($84.5) 
Cosmetics and toiletries mfr. 


900 Acres near Albany, Ga. (n.a.) 
Limestone deposits 


Handley-Brown Co. 
(Alrectic div. of) (n.a.) 
Prefabricated aluminum substation 
structures and lattice poles for high 
voltage power distribution mfr. 

Coil Winders, Inc. ($.5) 
Telephone components mfr. 


Electra Mfg. 
(Capacitor div. of) (n.a.) 
Bertram Yacht Co. (n.a.) 
Pleasure boats mfr. 


Clyde W. Briggs, Inc. (n.a.) 
Sheet metal fabricator 


Indiana Gunite & Construction Co. 


(n.a.) 


Hygeia Filter Co. (over $.1)* 
‘Domestic water filters and swimming 
pool equipment mfr. 

E] Paso Natural Gas Co. 

(Gas distribution business of a sub- 
sidiary of, Four-Corners area of N. 
Mex., Utah, Colo., Ariz.) (n.a.) 

Eureka Williams Corp. (over $1.0)* 

Electric household apparatus mfr. 


Durham Mfg. Corp. (over $.5)* 
Folding metal furniture mfr. 

General Builders Corp. 
(Dennings Point brick works of) ($.7)? 


Aero Equipment Co. 
(Assets of) (n.a.) 
Pressure gauges 
switches mfr. 

Wellman Engineering Co. 

(Crane div. of) (n.a.) 
(Controlled by McDowell Co., Inc.) 
Locomotive cranes mfr. 

Geo. W. Ashlock Co. (over $.5)* 

Fruit processing machinery mfr. and 
lessor 

Welton Laboratories, Inc. (over $.3)* 
Pharmaceutical products mfr. 


and flow meter 


Hampton Plywood Co. 
(Plant, Englewood, Cal. of) (n.a.) 
Se Photographic Industries 
n.d.) 
Film processor 


Pipe Line Chemical Co. 
(Assets of) (n.a.) 
Ptak & Richter Advertising (Phoenix, 
Ariz.) (n.a.) 
Advertising agency 
Tidy House Products Co. 
(Assets of) (n.a.) 
Household cleaning products mfr. 
Red River Valley Potato Flakes Co. 
(Potato flakes plant, Grand Forks, 
N. D. of) (n.a.) 
Aero Signal Laboratories (n.a.) 
Electronic equipment mfr. 
Reading Tube Corp. ($17.9) 
Copper and brass tubing mfr. 


Hopper Paper Co. (over $1.0)* 


Peanut Corp. of America 
(Assets of) (n.a.) 
Nuts processor 
Clary Corp. 
(Adding machine and cash register 
business of) (n.a.) 


Realistic Co. (over $.5)* 
Beauty salon products mfr. 


Rexall Drug & Chemical Co. ($135.9) 
Drug store merchandise mfr. and 
distributor 


Roddis Lumber & Veneer Co., Ltd. 
(Canada) 
(Sub. of Roddis Plywood Corp.) 
($37.8) 
Pre-finished hardwood, Douglas fir 
plywood doors and lumber mfr. 
Row, Peterson & Co. ($7.9) 
Textbooks and related materials mfr. 
Secode Corp. ($.9) 
Signaling equipment mfr. 


Shattuck Denn Mining Corp. ($5.6) 
Zine, lead, silver, gold, uranium and 
vanadium producer 

The Singer Mfg. Co. ($522.7) 

Sewing machines, vacuum cleaners 
and electric appliances mfr. 


Slick Airways, Inc. ($14.8) 
Aircraft flights under government 
contract operator 
Smith Tool Co. ($7.2) 
Oil-well drilling bits mfr. 
Southern Bakeries Co. ($9.9) 
Cakes and bread baker and supplier 
Spencer Chemical Co. ($76.4) 
Fertilizer, methanol, dry ice, ete. mfr. 


Tex-Star Oil & Gas Corp. ($2.2) 
Oil and gas explorer and producer; 
contract driller, equipment lessor 
Textron, Inc. ($265.6) 
Textiles, metals, electronic products 
and machinery mfr. 


Union Lumber Co. ($20.2) 
Integrated lumber producer 


U.S. Plywood Corp. ($171.8) 
Plywood, lumber, doors and lami- 
nated products mfr. 

U.S. Servateria Corp. ($4.2) 
Housewares, soft goods, toys, paper 
products, ete. distributor 

Vanguard Air and Marine Corp. (n.a.) 

Victoreen Instrument Co. ($9.3) 


Radiation measuring instruments 
mfr. 


Waldorf Paper Products Co. (over 
$1.0)* 


Warner Brothers Co. (over $1.0)* 
Corsetry and packaging mfr. 

Wometco Enterprises, Inc. ($10.5) 
Television stations, motion picture 
theatres and vending machines opera- 
tor 


Yates-American Machine Co. ($7.6) 
Woodworking equipment and heat 
transfer machinery mfr. 


Yuba Consolidated Industries, 
($44.2) 
Gold and tin producer, heavy ma- 
chinery and heat exchangers mfr., 
and structural steel fabricator 


Yuba Power Products, Inc. 
(Sub. of Yuba Mee ap ce Indus- 


Inc. 


tries, Inc.) ($44 

Gold and tin producer, heavy ma- 
chinery and heat exchangers mfr., 
and structural steel fabricator 


Ziff-Davis Publishing Co. (n.a.) 


Schenley Industries, Inc. 
(SchenLabs Pharmaceuticals, 
div. of) (n.a.) 

Ethical drugs mfr. 


Guelph Plywood Co., Ltd. (Cana 


n.d. 
Saw mills operator 


Wheeler Publishing Co. 
(Assets of) (n.a.) 

C. A. Rypinski Co. (n.a.) 
Audio and radio frequency filters f 
missiles and space communicatio 
applications mfr. 

MRB Mining Exploration Co. 
(Uranium mining properties ne 
Green River, Utah of) (n.a.) 


Cobble Brothers Machine Co. (ov 
$1.0)* 


Tufting machines and allied equi 
ment mfr. 


Illinois Shade Cloth Corp. 
(Assets of) (n.a.) 
Window shades mfr. 


Bufnel Co., Ltd. (n.a.) 
Chidlow Baking Co. (n.a.) 


Pittsburg & Midway Coal Mining C 
(over $1.0)* 
Coal mining 


Surrey Oil & Gas Corp. (n.a.) 


Bell Aircraft Corp 
(Defense fuaness of) ($22.0) ‘ 


Dorsett Plastics Corp. (n.a.) 
Glass fiber boats mfr. 
Pacifie Coast Co. 
(35,000 acres of timberland and 
lated facilities of) (n.a.) 


Berkeley Plywood Co. (n.a.) 
Panel roof systems mfr. 


| 
. 


Las Vegas Valley Distributors, 


(n.a. 
Health and beauty aid distributor’ 
Northeast Metals Industries, Inc. (n 
Federal e & Engineering C 


($1.4 
(72% ‘of the stock of) 
Electronic and photographic caus 
ment mfr. 
Nuclear-Electronics Corp. (over $. 5)" 
Electronic, nuclear and radioactiv" 
devices and instruments mfr. 
United Biscuit Co. of America ; 
(The two paper products divs. © 
(n.a.) 
Dawn Fabries, Ine. (n.a.) 
Elastic mfr. 


Walker Vending Service (n.a.) 


» 


C. W. Farmer Co. tee Ga.) 
(Assets of) (n.a.) 

Industrial and electrical suppl! 
hardware items distributor 
K. W. Anderson Co. (over $.3)* 
High temperature furnaces for pe 
essing industries mfr. 


Moe-Hoe Corp. (n.a.) 
Electric power garden tillers mfr. 


Camera Craft Publishing Co. (n.a.) 


Photographic books publisher 


* Estimated minimum capital from Thomas’ Register of American Manufa» 


turers, 1960 


2 Purchase price, Standard Corporation Descriptions, August-September, 1 
3 Purchase price, The Wall Street Journal, June 13, 1960 


BUSINESS REC 


Selected Business Indicators 


1960 1959 
Series Unit 
November ~ October September November 
Industrial production 
BLEED ae © RA. ch creo ey try. Aci 5 al eer d Aye 1957=100 S 104.8 106.5 106.8 102.6 
uma bles mean titacturiia .0.6 0s asia <<, sabe eects oe 1957=100 S 99.0 101.3 101.9 95.3 
Nondirablesmmanufacturing sn. poo. < oe ad Se kee Sa le 1957=100 S 112.0 113.4 113.1 11S 
IVE irigememiere cen wy ene ae er St anny © aie, ee 1957=100 S 95.5 95.6 96.4 96.0 
Gp lEtte ee ma cenery Peete eh re luk reve tn thcdeme charm phone atts ib ord 1957=100 S 126.5 126.5 126.6 117.5 
Wholesale prices . ; 
PANT CO MIMOUIEIES oy rte bas Al Alda yal Sues cndvaialle chien abetereee 5 oie 1947-49 = 100 119.6 119.6 119.2 118.9 
Piet MOTO WOES: Bcc ope) seake che ecteis le Weare auaNibes de PR N=) ys 1947-49 = 100 89.9 89.5 87.7 85.4 
EFOCESSCOMOOUS oe eon rae Miiea sin cote kite Sense ee 1947-49 = 100 109.1 109.0 108.1 104.9 
Rndustiial COMMOdITIES! ja ass «6, c% 8 aus Catone mama sis - 1947-49 = 100 127.8 128.0 127.9 128.5 
Consumer prices 
PURE LCE TANS OW teh girs Reeve RA MS aden Bisel a ol wear Maret wie OS 1947-49 = 100 n.d. 127.3 126.8 125.5) 
TENCE Deo city col debe 8 cher o SUPT ROR LORCA IRE RCE a eee Ira 1947-49 = 100 n.d. 120.9 120.2 118.46 
PNUCOtheG COMM OCIIESS (icc). 2s < 21 v0.25 eid muse Seleatiah ote 1947-49 = 100 n.d. 115.9 115.6 116.36 
ART Eee aie es Pe es Je chs eres Sic, ors a et ade ge pte ale Cates 1947-49 = 100 n.d. 142.5 142.1 140.4b 
PUMGORHEIISEPUICCSE wi hike ca <4 0s Sis Waus cuak nee < oer 1947-49 = 100 n.d. 153.4 153.0 149.16 
Prices received and paid by farmers 
ICES EC COINE CRM ie uslENEe co tcy cee cxcie aie Rina shawene Sie 1910-14=100 241 240 237 231 
“ENP fefaite Seite es |. ee See ot Eerste one eee a 1910-14= 100 297 197 298 296 
BATES? LALOR Rene ss, fends oy nib ass lee Bee SS 1910-14= 100 81 81 80 78 
Employment and unemployment 4 > 
Givilian labor force: wnadjusted. .. 6. oe ee eee ee Thousand persons 71,213 71,069 71,155 69,310 
Givilian labor force adjusted 2). 0:)- wick ses ste naeteds Thousand persons S TA2A1S. 70,645 70,872 69,310 
Civilian employment: unadjusted................. Thousand persons 67,182 67,490 67,767 65,640 
Civilian employment: adjusted ys. 6s ae ck deen es Thousand persons S 66,848 66,297 66,963 65,313 
Winiempbovanehe Tae’. jyrx PF tinsakes everics os ea eles Thousand persons S 6.3 6.4 S37 SHU 
Nonfarm employment 
Sines ee 28 ee tap IR a ee | Le Pen Thousand persons S$ 52,704 52,806 52,998 52.253 
RIA TINCT IS Oe ets ee abet eects wie eon <a af abe ea als Thousand persons S 16,069 16,131 16,275 16,174 
PN aiuiniaaiAaClUNitieia, nis ste sare a scadtens otc. ae cha sch te cas Thousand persons S 36,635 36,675 36,723 36,079 
Factory production workers in durables............ Thousand persons S 6,775 6,829 6,937 6,873 
Factory production workers in nondurables......... Thousand persons S 5,199 5,219 5,239 5,296 
Labor market conditions 
Peto = wanted OeK a es eas) ka ie Shes 6 ote eva cteleos 6 1957=100 S 82.2 84.6 82.6 104.8 
HenIDlovment rate s caret h< sseayak bin e-st hae en ae Thousand persons S 6.3 6.4 5.7 5.9 
PMC CEBSUMTAU ARGH IET Woe aret cnet aya cin tar ic ee ke ee Ue as: n.d. 2.4 3.1 2.9b 
HoAV OU KALCHE hes a eS os Cee eu een tou qpesy n.d. PAE) 2.4 3.06 
Average weekly earnings of production workers 
AVErARe WEEKLY CArNigSis anaes esas sas mie ee ene we 3:2) Dollars 90.78 91.08 90.85 88.98 
IAVETALE WEEKLY OUTS... fal aiee er sien wes catartin wd ane Hours 39.3 39.6 39.5 39.9 
AWeKa Pe OMLLY Garmin PSs Nia. oe oe emia elem als Dollars Zuo L 2.30 2.30 AOS 
Personal income 
TRO yk GAO a AS, ee ie ee oe een Billion dollars S A 409.5 409.5 408.8 388.7 
MAW IT IPCOMNG series fats vias eiehe oc rocesis Raton tee wo athe a Billion dollars S A 285.7 286.1 286.2 2ides 
MONET UNCOMIEN Fa sin Aaa ee ahs css A ae ee eels ee Billion dollars S A 133.0 132.7 132.0 125.3 
WerAisietapay NIGNUSI musk Aoki kiss vk eae ok oes sew Billion dollars S A 30.4 30.0 IE 28.2 
Instalment credit!® 
PERC CNIGLOMS ama nee ctmers Micke eivstax dG a tapaa tice + vias +R Rant Million dollars S n.d. 4,096 4,082 4,219b 
IREpAaVvINeHtS as ons the sere Bete we SN a Million dollars S n.d. 3,966 3,890 3,697b 
Chancenin outstandin gs 7025 yon atk babes eels Million dollars S n.d. 130 192 5226 
NTL COIVIT OU CSEA TIC UT orcas etic. aesice oiate Sis eRe Re ete ets Million dollars n.d. 42,217 42,136 38,421b 
New construction® 
tees EME GRE fete bie Sac: EBL Ticoste a Ss a ieee ste seks Million dollars S A PRY) 54,781 55,325 54,266 
DECOR ANN TAVLOS As 1s io 2 2 Bok ita wc soo Ssselidas SMeearmaiss Seater cea Aes Million dollars S A 38,392 38,360 38,697 39,622 
Blac SscUbATUbID LIC vateeceertphe hte drole ona a. (e et eke eve ed, Be Million dollars S A 16,935 16,421 16,628 14,644 
Private: nontaria Tesi@entialpsicns ican atadarie dies. = pars hous Million dollars S A 21,169 21,134 21,716 24,016 
Pfivace TMOnresi@ential oo se esie bod cl die a cree eine oa als Million dollars S A 10,335 10,313 10,173 9,036 
Business sales and inventories 
uote inVGHEOTISS 1, /bsccehPey ote) era! ans, «  usilae sha, <i enah ane he Million dollars S n.d. 92,700 93,100 88,8006 
Oval Saleseny ocet hath ite Lee PSIG NST RE SI a Million dollars S n.d. 60,200 60,300 59,7006 
Fimvenmtonyacales: TallOn: naeiner, me ovsteacg -yeiseienrey waiavea eke = n.d. 1.54 1.54 1.49b 
Retail trade: Sales and inventories* 
ERG OMEOLICS Ae eeaea tok Ah AON sued cade ca Gee = A bdvucenPbysda x apohtge Million dollars S n.d. 25,220 25,320 24,710b 
ALCS UPA EL RITE Meels c ee ots leticen n Os eared Meche s .... Million dollars S n.d. 18,554 18,054 18,3416 
inventory-sales’ ratio: Durables.........0 i. jek one se ‘a n.d. 1.93 2.03 1.82b 
Inventory-sales ratio: Nondurables............... * n.d. 1.08 sa 1.106 
Manufacturers’ Sales and inventories 
Tnventories!s ws fs desenacc Tin oe RAS yee th Pe Ee Million dollars S n.d. 54,310 54,710 51,5155 
FSIS SMR EARN Eto A ar Ament cars bh ay Seat abs Bahn) Meande auanan ar ea Million dollars S n.d. 29,640 30,070 29,3846 
Invenmtory-sales ratio: Dirables. 2 so .)6 sine ees see nice a n.d. 2123) Qoo 2.085 
Inventory-sales ratio: Nondurables............... ¥ n.d. 1.48 1.46 1.456 
Merchandise exports and imports 
PERL Ge SMe ee cet ston: chen hae Riera ER ite Million dollars n.d. 1,744 1,610 1,482) 
ia BUST REP ci see aa oe arate desea ee) tact na staoncn® cache te Million dollars n.d. 1,157 1,160 1,2026 
ER MOLES SIC TDAUIG Inet ap chcghird Gd We Ag onions cau A Meee deen Ohta Million dollars n.d. 587 450 280b 
Federal budget receipts and expenditures : 
PETSNSevExPOLICICUTOS | ate conse ere pmse.n MR eh HLS Million dollars n.d. 3,434 3,601 3,577b 
For quarterly data see below 
Money supply and turnover 
NEGHEVESMODEY tk cette ites =A yn cis ce Misses etre Billion dollars 247.4 247.2 243.6 242.6 
Demand deposits adjusted and currency”.......... Billion dollars S 138.8 139.9 138.5 140.1 
Deposit turnover: New York City... odie cx as ieieas TiAl 60.1 60.0 68.5 60.1 
Deposit turnover: 337 other centers..........-.0.- tts. 25.3 25.5 26.0 253 
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Selected Business Indicators (Continued) 


Chartbook 


Series 
Pages* 


1960 


Unit 


November p October September 


Bank loans, investments and reserves 


{area cht eee me Cntr, Wl UN ad Sethe Oeetnds Fee TUR dig Bur ta eee Million dollars 97,708 97,469 98,196 
25 IM VeStimen totes gis cere eee os Pees waite Seger eetenern ees Million dollars 64,289 64,573 62,086 
Gaile Ba (Ganglia ony tenia eas nis eos 3 oes ee eo Million dollars 38,141 37,904 38,374 
INfEE TreGnrEserVies Week Pie tear ioe raat. meee te es Million dollars n.d. 487 414 
Interest rates 
Corporate Aaa. Bonds ne as wne seers all noon: rere at % per annum 4.31 4.30 
26 Commercial paper, 4-6 months). ss jen eam eee sa sis % per annum 3.28 3.30 
Government Securities: Long-term bonds.......... % per annum 3.93 3.91 A 
Government Securities: 3-Month bills............. % per annum 2,384 2,426 2,489 
Diffusion index 
Di fustoricindex doch cents Chie cotta cereredere rare see Tint —3.25 —2.50 —1.83 
27 Diffusion index.) cumulative. see <u chicas eles ais ote Wail 36.61 39.86 42.36 
Industrial produetion asc plete ka vee ee ee 1957=100 S 104.8 106.5 106.8 
Eight sensitive business indicators 
Residential building contract awards.............. Thous. sq. ft. fl. sp. S n.d. 113,428 109,323 
Commercial, industrial building contract awards.... Thous. sq. ft. fl. sp. S n.d. 41,831 41,822 
INEWORGEKS| NOUTADIOS a cceuirceeicrenat ait woes reuse ane el ore Million dollars S n.d. 13,800 14,620 
28 Average work week «icin atceucurcnrs lew, © ta isy siete re ek one Hours S 39.2 39.5 } 
Raw materials prices)... aewnewue neice seis a al emea ayant 1947-49 = 100 83.0 83.5 x 
Stocle prices) INcdUSthi als news shee can sia eaters wiacaied eee 1941-43 = 10 59.31 58.15 58.37 
INGW IHCORDOrAablons ies 1 eee mite ak ae ere Number S$ n.d. 14,274 15,291 
Business failurestaaaee rotten cnroe. wees <ee s craue a Number S 1,383 1,347 1,452 
Ck book 1960 
hartbook ; é 
Pages] Series Unit Ill Il 
Quarter Quarter Quarter 
Gross national product 
AROtAL. 5 8 woz haste t aewsmee iors cer ac Rawaeate a pe uaanere seeks Billion dollars S A 503.5 505.0 501.3 
2 Change in business inventories................... Billion dollars S A 0.6 503 ; 
inal /demiandlon carrera ert- hm Me ctet cumen ret ht cere Billion dollars S A 502.9 499.7 489.9 
Components of gross national product : 
Personal consumption expenditures............... Billion dollars S A 328.3 329.0 323.3 316. 
3 Gross private domestic investment................ Billion dollars S A 70.8 75.5 79.3 67. 
Net exportsol goodsiand services.anea-venuesos sous Billion dollars S A Sad 2.0 11093 —03 
Government purchases of goods and services....... Billion dollars S A 100.7 98.6 97.5 98.1 
Disposition of personal income : 
Personal Anconse.. avec eo iew oak. 4-5 oe eo bie Hag Sas Billion dollars S A 408.0 404.2 396.2 384, 
12 Disposable;personaliincome..s2.0sce4 +. 0es+ ensue Billion dollars S.A SES 354.1 347.0 338. 
Personal consumption expenditures............... Billion dollars S A 328.3 329.0 323.3 316. 
Saving as per cent of disposable personal income.... Per cent 8.2 Ufeal 6.8 6. 


Discretionary income 
Discretionary income 
Discretionary fund 


13 


posable income 


Per cent changes over previous quarter: Discretionary 


income 


Per cent changes over previous quarter: Personal dis- 


Billion dollars S A 
Billion dollars S A 


Per cent 


Per cent 


Corporate profits’? 
Net before taxes 
Tax liability 
INE USD RORLG Us enacts ates ete Ph pec ade Paice ites on heen 


Dividend! pa vimentsin wars ayatahe. © he ae eee eee 
Retained: Cagnings acne ryt einen ee ee ahs se 


15 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Business expenditures for plant and equipment 
PROBA acc oc rar ianernre pie aaa me she ten tinr eh ain eee eee 
Manila ctiritig, 2s tir tenteus ea uate ces a er Peel ee 
Nonmanufacturing: Public utilities................ 
Nonmanifiacturine | Othen nes: aw cece ace Coe ee eis 


16 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Capital appropriations 
ES DD HONTIAUIONG). Bh Gee seamen ae mae re ade ee 
EEXMENGLEUTES:,.. Meme ada cee Lee een oc cet e 
Ghange in haeklogse inv cers satse are eam ees 
New appropriations’ Durables... Suds ens aie 
New appropriations: Nondurables................. 


17 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Federal budget receipts and expenditures 
FEC OLD ESE: cut re thc eerie scent neue elec Paneer hence 
Expenditures Aye aiiicda ieee nore tic earn eer 
SURDIUS OF MENCHEe sic) eect ere cbhe sees RL alte rele 
For monthly data see above 


23 


Billion dollars S A 3 
Million dollars 18,563 22,418 21,684 17,32 
Million dollars 19,768 18,695 18,722 19,124) 
Million dollars —1,205 3,722 2,962 —1,8 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; B. K. Davis & Bro. Advertising Service; Securities and 
Exchange Commission; Treasury Department; Moody’s Investors Service; F. W. 
Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National 
Bureau of Economic Research; THe CoNFERENCE Boarp. 


1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. 3 Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. © Includes data 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in 
1960 for retail trade. 6 Unemployment as per cent of labor force. 7 Includes nonproduc- 
tion workers. § Excludes personal contributions to social security included in com- 
ponents. ? Includes wages and salaries and ‘other labor income.” 1° Includes data for 
Alaska and Hawaii, beginning with January and August, 1959, respectively. 1! Exten- 
sions minus repayments. ! End of period. 13 Includes grant-aid shipments. 4 Privately 
held; includes demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits, and currency outside banks. !5 All member banks; loans and invest- 


ments, Wednesday nearest end of period; net free reserves, average of daily c 
figures, 16 Commercial, industrial and farm loans of weekly reporting member by 
Wednesday nearest end of period. Starting with July 1958, not comparable to 
data; includes loans to non-bank financial institutions. 17 Includes Hawaii. 18 | 
national product less change in business inventories, 19 All data are before inv 
valuation adjustment. 2° Reflects cancellations, not shown separately. S—seas 
adjusted. d—annual rate. a—For the IV Quarter of 1960, anticipated outlay” 
Total, 35.60; Manufacturing, 14.30; Nonmanufacturing: Public Utilities, 5.9 
Nonmanufacturing: Other, 15.40. b—October for monthly data; IL Quarter 19) 
quarterly data. p—preliminary. r—revised. * End-of-month inventory, divi 
sales during the month. ¢ Monthly rates per 100 employees. +t Debits divided 
posits. ttt Diffusion index stated as the average duration in months of expans® 
contraction. n.a,—not available. * Chartbook of Current Business Trends (Nint! 
tion), Tue Conrerence Boarp, 1960, Copies available to Board Associa’ 
request 
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accompanying table provides the information required for updating the 
tinent charts in the publication, "A Graphic Guide to Consumer Markets,” 4 
»pared by The Conference Board and sponsored by "lLife’’ magazine 


Consumer Market Statistics 


ages in 1960 


Suide* Series Unit 
May June July August Sept. Oct. p Nov. p 
; Income 
15 Rersoriali(S:Ap andere Wine acmctras: Foe Billion dollars i =404.2 lll 408.0 IV na. 
Disposablen(SvA)! ce eevee es cvs sicadsio d Billion dollars tl =354.1 Il 357.5 IV na. 
Origins of personal income 
Wages and salaries!:? (S A)............ 1947-49 = 100 i bee eae) 213.6 214.5 214.6 214.5 7214.5 214.2 
Farm operations!»? (S A)............... 1947-49 = 100 78.6 81.2 77.9 79.2 79.2 r80.5 80.5 
Business and professions!:? (S A)......... 1947-49 = 100 165.9 166.8 166.8 166.4 166.4 1166.4 165.9 
Dividends, interest and rent!)? (§ A)....... 1947-49=100 228.0 229.3 230.6 232.3 232.8 1233.6 233.6 
Discretionary income (S$ A)'.............. Billion dollars 124.3 Il 125.5 IV na. 
Employment and unemployment? 
Eniploymentcey ce simtii tl «ect merase Thousand persons 67,208 68,579 68,689 68,282 » 67,767 67,490 67,182 
Unemploymentisns cavemen tet kee eee Thousand persons 3,459 4,423 4,017 3,788 3,388 3,579 4,031 
Hours and earnings 
Average weekly hours worked........... Hours 39.9 40.0 39.8 39.8 39.5 39.6 39.3 
Average hourly earnings............... Dollars 2.29 2.29 2.29 12.27 2.30 12.30 2.31 
Consumer credit 
[otal credit outstanding*.......0..5...4- Million dollars 52,65 6534974 10,000 53,928 54,128 54,201 n.a. 
Instalment extensions (S)................ Million dollars 4,209 4,202 4,227 4,029 4,082 4,096 na. 
Instalment repayments (S).............. Million dollars 3,886 3,860 3,978 3,861 3,890 3,966 n.a. 
Consumer funds: inflow and outgo 
Currentireceipts. 5 oto.2 2 aa sobhe ss cane Billion dollars i) 94.9 lil =n. IV n.a. 
Plus: Insurance, retirement credits......... Billion dollars i 98.1 Il =n. IV na. 
Plus: Net increase in liabilities........... Billion dollars i 102.8 il =n. IV na. 
Expenditures for goods and services...... Billion dollars if] 80.1 Il ona. IV na. 
Plus: Acquisition financial assets®.......... Billion dollars Il 84.3 il =n. IV n.a. 
Plus: Taxes, other deductions............. Billion dollars ll 100.4 Il =n. IV na. 
Personal consumption expenditures 
Total expenditures (S A)'.............. Billion dollars il 329.0 ill r328.3 IV na. 
Bunablesi4i(S A) cencsskececa srs siocs casas sues bye 1947-49=100 Il 196.9 lil 188.9 IV na. 
Nondurables!:?(S A)iNn. 52 6 st-c h0.055 ae 1947-49=100 Il 159.6 Il 158.7 IV na. 
Servicestizs( StA)icieaiers toni eee iaric 7m, 2 cnc ke 1947-49=100 Il 233.3 il 236.9 IV na. 
Retail demand® 
Retail sales: All stores (S)............... Million dollars 18,480 18,504 18,107 18,190 18,054 r18,554 18,551 
Retail sales: Chain stores® (S)............ Million dollars 4,005 4,105 £4,108 4,079 4,099 4,090 n.a. 
Food Sales? 
Food stores: (5) new naa tie ae tie Million dollars 4,566 4,604 4,474 4,526 14,425 4,499 n.a. 
Restaurantss(S),cabyeente satis aie ake et Oe Million dollars 1,342 1,355 1,348 IH ey Tlie 7 1,338 na. 
Alcohol sales: Liquor stores? (S)........... Million dollars 406 419 416 418 r404 398 n.d. 
Tobacco: Cigarette removals” (S A)......... Billion units iT] 477 lil 474 IV na. 
Personal care sales: Drug stores (S)........ Million dollars 619 619 629 628 1632 634 n.a. 
Apparel Sales? 
Women’s apparel stores (S)............. Million dollars 435 437 451 460 r447 450 n.a. 
Menis-apparel sforesi(S) na ss.setn yc ae Million dollars 213 215 204 222 r210 212 n.a. 
Family, other apparel stores (S)......... Million dollars 270 270 257 1266 255 n.a. na. 
SHOeLSIOnes (S) etka veils pavrestare Throb cies Million dollars 199 203 207 214 r209 198 n.a. 
Department stores: Total sales (S).......... 1947-49 = 100 141 145 149 143 144 150 n.a. 
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Consumer Market Statistics (Continued) 


Pages in 1960 
. a . it 
Bugs Sate a May June July August Sept. Oct. p Nov. p 
Furniture and appliance sales® 
59 Furniture stores: (S}ix. en.sce eens he es Million dollars 584 562 547i 558 1578 575 
61 Appliancestores (S} seer: os ae ees Million dollars 334 320 330 317 r321 318 
63 Hardware: Retail sales? (S)............... Million dollars 246 244 253 230 1231 235 
Housing 
65 New nonfarm housing starts! (S A)........ Thous. dwell. units 1,315 1,285 1,164 11,273 —-r 1,044 1,192 
67 * Single-family houses'.................. Thous. dwell. units 99.8 99.9 88.9 r101.1 79.0 n.a. 
Multi-family structures'...............-. Thous. dwell. units 28.4 25.8 24.2 126.4 21.3 n.a. 
Automobiles and related products 
69 Automotive dealers: Retail sales? (S)...... Million dollars 3,157 3,142 2,796 3,016 £2,971 3,238 
New passenger-car registrations......... Thousand units 647.1 595.9 546.5 525.4 458.8 na. 
Gasoline station sales? (S).............. Million dollars 1,451 1,462 1,474 1,456 1,466 1,477 
71 Auto accessory store sales? (S)........... Million dollars 218 211 209 195 r205 202 
Service expenditures 
Housingl:? (SUA) oases ayes cctesia ste taal 1947-49=100 Il 242.9 Il 246.3 IV 
73 Household operation!:? (§ A)............ 1947-49=100 Il 241.8 Il 244.3 IV 
Transportation!:? (S A)............+245- 1947-49=100 Il 178.0 il 178.0 IV 
Advertising expenditures 
77 Combined media (S)..........-..-..-5 1947-49 = 100 245 243 247 236 235 n.g. 
79 Magazines\(S) Se monn wacc emcee ces 1947-49 = 100 195 193 195 179 181 n.a. 
Nowspapers:(S))etacce in teacck serene 1947-49 = 100 225 220 203 198 205 na. 
80 Network radio (S255, 5 o.oo dear kes 1947-49 = 100 23 27 28 25 22 n.a. 
8] Network television (S)..............00 1947-49 = 100 472 492 547 502 492 na. 
Spot television arse mes < ceca tec ieee Thousand dollars fl 160,648 Ml na. IV 
Consumer price index 
AM items aceon. tankers oak ee eee 1947-49 = 100 126.3 126.5 126.6 126.6 126.8 127.3 
85 Durables 24. cscs or sole ies acs tee 1947-49 = 100 111.9 111.5 111.1 111.0 110.0 110.9 
Nondurablesaeic. srt. cer retin aceite 1947-49 = 100 119.4 119.8 120.0 119.9 120.3 120.7 
SOMViCES 5: Ah0e Se as os Wha s wie cin notions 1947-49 = 100 149.6 149.7 150.1 150.3 150.8 151.2 
87 FOOd crt hy eceeretusat eth, os eis 1947-49 = 100 119.7 120.3 120.6 120.1 120.2 120.9 a 
Appdrel sicciies 5 er eee unin tonnes 1947-49 = 100 108.9 108.9 109.1 109.3 110.5 111.0 110.4 
Py Housefurnishings <7, c).s<.acni esa cesets cme 1947-49 = 100 104.3 104.3 104.1 103.5 104.1 104.0 
89 Appliancesiot fio onan ot ctuacets» tecejsieininae 1947-49 = 100 n.a. 82.4 n.d. n.a. 82.1 n.d. 
Automotive: group:csa ar. winters idate siete 1947-49 = 100 133.9 134.1 134.2 135.5 132.4 138.3 
91 Personalicare’. te... eats te eis 1947-49 = 100 133.2 133.2 133.4 133.8 133.9 134.0 
Houschaldiservicesij..54. face cence oe 1947-49 = 100 138.8 138.9 139.1 139.2 139.8 140.1 
95 Retail inventories: All stores4 (S)........... Million dollars 25,200 425,320" 25,420 25,200 £25,320 25,220 
Production and distribution 
Processed foods: Output (S)............. 1957 =100 109 110 110 r110 r110 109 
97 Food wholesalers: Sales................ Million dollars 1,828 1,941 1,787 1,951 11,857  ~—- 1,835 x | 
Food stores: Inventories‘ (S)............. Million dollars 3,060 3,040 3,040 3,040 3,020 2,990 na. . 
Apparel Output:(S))7c.0. 25.6 ce- eens 1957 =100 122 121 121 119 113 114 n.d. 
99 Apparel wholesalers: Sales............. Million dollars 185 176 174 259 1222 229 n.d. 
Apparel stores: Inventories‘ (S).......... Million dollars 2,730 2,740 2,750 2,780 = 2,790 2,770 
Furniture and rugs: Output (S)........... 1957 =100 123 122 118 119 119 115 
101 Homefurnishings wholesalers: Sales... .... Million dollars 215 226 189 232 r239 239 
Furniture, appliance stores: Inventory‘ (S$)... Million dollars 2,020 2,050 2,090 2,100 2,060 2,020 
Appliances: Output (S)................. 1957 =100 120 121 119 116 r110 110 
103 Television and radios: Output (S)......... 1957=100 118 109 97 87 93 82 
Appliance wholesalers: Sales............ Million dollars 326 362 333 366 r371 354 
Autos: Output: (S)05. sn cere ener eee 1957 =100 122 123 108 114 119 r123 
105 Automotive wholesalers: Sales........... Million dollars 532 573 510 557 1537 534 
Automotive retailers: Inventories (S)....... Million dollars 5,100 5,140 5,180 4,920 15,070 5,110 
1—New or extensively revised series. Comparable figures for previous periods will be made available on request. 2—Based on seasonally adjusted data at annual r 
3—Beginning January 1960, figures for Alaska and Hawaii are included. 4—End of period. 5—Includes life insurance premiums. 6—Eleven or more stores. 7—Tax- 
S—Seasonally adjusted. A—Annuval rates. n.a.—Not available. p—preliminary. r—Revised. e—Estimate. |HV—Denotes quarterly figures. 
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ising 

[elp-wanted’ Advertising as a Business 
adicator,” July 19 

of Help-wanted Advertising,” 


ie Art and Science of Advertising Measure- 
1ent,”’ Feb 22 

irm Employment: 
arisons,” Sept 12 
te Farm Economy—Shape of the 1959 
ownturn” (chart feature), Jan 8 


International Com- 


B 


of Payments 

anging Tides in Our Balance of Pay- 
ents,” Nov 9 

ts 

pects of the New City Workers’ Budget,” 


Bookshelf 

7, 15, 46; Feb 13, 18, 37; Mar 17, 23, 33, 
; Apr 14, 18, 19, 33; May 15, 21, 25; Oct 
, 39, 49, 50; Dec 7, 41, 48 

Conditions 

Business Highlights; Business Opinion and 
xperience; Business Outlook 

Cycle 

resh Look at the Business Cycle,” Aug 23 
e Consumer and the New Business Cycle,” 


5; Feb 6; Mar 9; Apr 19; May 4; June 12; 
ly 4; Aug 4; Sept 26; Oct 4; Dec 30 

3s Highlights—A Monthly Review 
tomobiles and Capital Goods,” Aug 1 
tos and the Poststrike Trend,” Mar 1 
kward Look at 1960,” Dec 1 

Search of a Trend,” Apr 20 

entories Again,” May 1 

helf’ or ‘Crest’?” July 1 

e Autumn Environment,” Sept 1 

e Cycle Again?’’ Oct 1 

e January Mood,” Feb 1 

e 1960 Forecasts,” Jan 1 

e Outlook for Consumer Spending,” Nov 1 
t’s Happened,” June 1 

s Indicators 


ted, Jan 47; Feb 38; Mar 43; Apr 42; 
y 45; June 47; July 59; Aug 37; Sept 34; 
t 53; Nov 53; Dec 44 


3s Opinion and Experience, Monthly Sur- 
of 


ter a Slow Start a ‘Good’ Year,” July 25 
tors’ Compensation and Retirement,” 
pr 15 
ecutives Report on the Business Outlook,” 
ec. 31 


RY, 1961 
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“Extra Assistance 
Firms,” Mar 5 


“Insurance for Traveling Employees,” May 26 


“Management of New-product Develop- 
ment,” Oct 36 


“Managements Reappraise Their Travel Re- 
strictions,” June 20 


“Outside Business Interests of Key Em- 
ployees,”’ Nov 28 


“Sources of Economic Intelligence,” Sept 27 


“The Art and Science of Advertising Measure- 
ment,” Feb 22 


“The Consequences of Tight Money,” Jan 11 

“The Patent Counsel in Company Organ- 
ization,” Aug 29 

“After a Slow Start a ‘Good’ Year,” July 25 


“Executives Report on the Business Outlook,” 
Dec. 31 


“The Consequences of Tight Money,” Jan 11 
See Business Highlights; Business Opinion and 
Experience 
Business Practices 
See Business Opinion and Experience 


Provided by Service 


Cc 


Canada 


“Canada and U.S.A.: Profiles of Business 
Recovery,” Feb 7 


“Canadian Economic Policy—A Reappraisal: 
1. Foreign Investment and The Balance of 
Payments,” Oct 18 


Capital Appropriations 

“Another Modest Setback,” Oct 5 

“A Step Down from the Peak,” July 5 

“Capital Appropriations for Foreign Oper- 
ations,” Oct 30 

red! Appropriations: High and Steady,” 

Apr 1 

“Letdown Spreads in Metalworking Ap- 
provals,” Oct 40 

“Metalworking Appropriations: 
Outside Steel,” Jan 16 

“Prospects for Capital Outlays,” Oct 26 

“Steel Appropriations Off, Others Firm,” 
July 37 


Big Gains 


“Steel, Autos Buttress Metalworking Ap- 
propriations,” Apr 24 
Capital Goods 
“Automobiles and Capital Goods,” Aug 1 
“How Good is the Capital Goods Market?’ 
Mar 12 
Capital Investment 
“Capital Invested in Corporate Industry,” 
May 6 
“Capital Invested Per Production Worker,” 
Jan 6 


See Capital Appropriations 
Consumer Buying 


“Consumer Buying Plans: A Change of 
Mood?” Sept 14 
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“Consumer Buying Plans: A Steadier Pace,” 
Jan 26 


“Consumer Buying Plans: A Turn Upward,” 
Dec 10 


“Consumer Buying Plans: Continued Ad- 
vance,” June 26 


“Consumer Buying Plans: 1960 Starts with 
Gains,” Mar 10 


“The Outlook for Consumer Spending,” Nov 1 


Consumer Market Statistics 
May 43; June 41; July 56; Aug 39; Sept 36; 
Oct 55; Nov 55; Dec 42 
Consumer Markets 


“A. Second Look at Population Growth,” 
Nov 19 


“Consumer Markets: High Level in Low 
Gear,” May 5 


“Consumer Markets: The Age of Demand,” 
Dec. 40 


“Income at the Market Place,’ June 40 
“Reading, Writing and Retailing,” Oct 35 
“The Suburbs Revisited,” Sept 5 

“Women at Work,” July 55 


Corporate Profits 


See Business Highlights; Business Indicators, 
Selected 


D 
Directors 


“Directors’ Compensation and Retirement,” 
Apr 15 


‘Where Directors Reside,”’ Nov 26 
Discretionary Income 
“Discretionary Income and Hard Goods 
Spending,” Aug 14 
“Discretionary Income: 1959 Record,” Feb 12 


“Moderate Rise in Discretionary Income,” 
Dec 8 


“Smaller Rise in Discretionary Income,” 
Sept 10 


E 
Employment 


“Farm Employment: International Compar- 
isons,” Sept 12 


Executive Opinion 
See Business Opinion and Experience 


F 


Foreign Conditions 


“Changing Tides: in Our Balance of Pay- 
ments,” Nov 9 


“Farm Employment: 
parisons,” Sept 12 
“Foreign Trade Balance: Improvement in 
1960,” June 5 


“Old World’ Economy Strikes New Stride,” 
Aug 6 


International Com- 


G 


Government Finance 
“1961 Federal Budget Review,” Mar 18 
“The 414% Rate Ceiling on Federal Borrow- 
ing,” Feb 14 
Gross National Product 


“Looking Ahead at the Nation’s GNP,” 
June 16 


H 


Housing 


“Intercity Differences in Housing Costs,” 
Sept 6 


Income 
“A Guide to Income Distributions,” July 48 
“Discretionary Income and Hard Goods 
Spending,” Aug 14 
“Discretionary Income: 1959 Record,” Feb 12 
“Increase in Discretionary Income,” June 10 


‘Recent Treads in Income of Older Persons,” 
Aug 10 
“Smaller Rise in Discretionary Income,” 
Sept 10 
“Working Wives and Family Income,” Nov 
15 
Industrial Production 


“The ‘New’ Industrial Production Index,” 
Nov 5 


“Insurance for Traveling Employees,’ May 26 


Inventories 


“Inventories Again,” May 1 
“Steel Inventories: Liquidation in Progress,” 
July 46 


L 
Largest Corporations 
“The 300 Largest Manufacturers in 1958,” 
Feb 26 


“The 200 Largest Trade Firms in 1958,” Mar 
34 


M 
Marriages 
“The Economic Cycle in Marriages,” Nov 20 


Mergers 


See Announcements of Mergers and Acquisi- 
tions, Jan 15; Feb 40; Mar 45; Apr 44; 
May 42; June 43; July 54; Aug 27; Sept 38; 
Oct 50; Dec 46 


“Mergers: A Summary of 1959 Listings,” 
July 52 


“Metropolitan U.S.A.,”’ May 22 


P 
Patents 
“The Patent Counsel in Company Organi- 
zation,” Aug 29 
Petroleum 
“The Petroleum Market in 1960,” May 12 


Population 


“A Second Look at Population Growth,” 
Nov 19 


“Consumer Markets: The Age of Demand,” 
Dec 40 


“Metropolitan U.S. A.,” May 22 

“The Economic Cycle in Marriages,” Nov 20 
Prices 

“Some Implications of Price Stability,’ May 8 


“Wholesale Prices—Stable or Sluggish?”’ June 
13 ; 


56 


Trade 


R 


Railroads 


“Railroads in 1959—A Chart Feature,” 
19 


“Railroads in 1960—Expected Reco 
Failed to Materialize,” Dec 5 


Research 


“Management of New-product Dey 
ment,” Oct 36 


“Sources of Economic Intelligence,” 


S 


Social Security 


“Unemployment Insurance Solvency ( 
look,” May 16 


Steel 


“Steel Appropriations Off, Others 
July 37 


“Steel Inventories: Liquidation in Progr 
July 46 


T 


“Changing Tides in Our Balance of | 
ments,” Nov 9 


“Foreign Trade Balance: 
1960,” June 5 


“The 200 Largest Trade Firms in 
Mar 34 


Travel 
“Insurance for Traveling Employees,” 
26 
“Managements Reappraise Their Travel 
strictions,” June 20 - i 


Improvemen 


U 


Unemployment t 
“How the Unemployed Are Counted,” Di 


“Unemployment Insurance Solvency | 
look,” May 16 


U5 Seem ee 
“The Soviet Economy, 1958-1960,” 
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eeting of Board Members . . . . . . January 19 Waldorf-Astoria 

neral Session for All Associates . . . » February 13-14 (Tentative) 

neral Session for All Associates . . . . March 23 Shamrock Hilton, Houston 
eeting of Board Members . . . . . . April 20 Waldorf-Astoria 

neral Session for All Associates— Economics 

pth Annual Meeting of Board Members). . May 18-19 Waldorf-Astoria 

eral Session for All Associates—Marketing September 20-21-22 Waldorf-Astoria 

eeting of Board Members. . . . . - October 19 Waldorf-Astoria 

pneral Session for All Associates . . . .  ##November 16 Sheraton-Cadillac, Detroit 


eeting of Board Members. . . . « « December 14 Waldorf-Astoria 


Steel, business investment (Bradford B. Smith, United States Steel Corporation) 
Construction (Norman Robertson, American Radiator and Standard Sanitary Corp.) 
Inventories (Louis J. Paradiso, U.S. Department of Commerce) 

Automobiles, other consumer durables (George P. Hitchings, American Airlines) 
Consumer soft goods (Ira T. Ellis, E. 1. du Pont de Nemours) 

Retail trade (Malcolm P. McNair, Harvard University) 
Consumer savings and debt (A.D.H. Kaplan, The Brookings Institution) : 
Government spending (Edwin B. George, Dun & Bradstreet) 

International trade (O. Glenn Saxon, Yale University) 

Cyclical indicators (Solomon Fabricant, National Bureau of Economic Research} 

Prices and wages (Jules Backman, New York University) 

Money, credit, balance of payments (Norris O. Johnson, First National City Bank of New York) 
Securities (Armand G. Erpf, Carl M. Loeb, Rhoades and Company) 

Summarization (Martin R. Gainsbrugh, National Industrial Conference Board) 


“A crucial year”—as all years seem at their beginning 


‘A different year”—says the... 


which describes the pel 
ahead as one of the “middle years”— 
“postwar” and not belonging to the next full-cycle ys 
of invigorating new growth. What is in store in 
“middle yee 


- For the fifteenth t 

The Conference Board Economic Forum assembled the collec 

: experience and wisdom of its members and guest 
appraise the background, the potentials, and 

trends that will be at work in the year ahead. 

businessman, you will find that careful st 

of this document will reward you in your effo rt 

help yourself, your company and, incidenté 

the general economy in this transition y 


Read it now when it’ 

topical as the day’s events—for it 

prepared for immediate reading and pre 

usefulness. Read it six months or a year from now, and yo 
still find it challenging read 


This study in business econor 

(No. 70) has just been sent to all Associate 

the Board, who can order extra copies at $2. It is 
available to non-Associates at $10. Make | 

_you look into a c 


